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THREE INTER-ALLIED CONFERENCES 


pies an internal collapse of Germany, of which at the date of writing 
there is no sign, it is prudent to accept Mr. Churchill’s estimate or warning 
that the end of the European war is not to be expected before the spring or 
early summer of 1945. Even so, however, it is probable that the coming year 
will confront the United Nations with the most difficult task they have yet 
approached, the conduct of the transition from war to peace on such lines 
that a durable European system can grow out of it; and accordingly profound 
importance attaches to Mr. Churchill’s hope of an early meeting between the 
chiefs of the three principal Allied Governments, in circumstances that will 
summon them to look beyond strategy to the permanent organization of the 
future. The chief factor that has postponed their coming together has been 
the American presidential election; but now Mr. Roosevelt, with his leader- 
ship strengthened by a third renewal of his mandate to carry through from 
war into peace the policy he has so eloquently and so long proclaimed, is 
in a position to co-operate with the full authority of the United States in 
setting up the collective system of the future. That America will associate 
herself with such a system has been common ground between the parties 
throughout the electoral contest. 


QUEBEC AND Moscow 


MEANWHILE the two bilateral consultations that have been held during the 
autumn have been concerned with more immediate and limited, though still 
large, projects. The Anglo-American meeting at Quebec devoted most of 
its attention to strategy; and, since it must now be assumed that the plan 
of campaign against Germany has already been worked out to the end, this 
must mean primarily the strategy of the Japanese war. Most of the con- 
clusions reached naturally remain a military secret. To one important result 
of the discussions, however, Mr. Churchill referred in his speech to the 
House of Commons on his return. Suggestions had been heard that there 
had been dissatisfaction in America with the supposed smallness of the part 
the British Empire proposed to take in the further prosecution of the war 
in the Far East, which had even been described as a mere “token contribu- 
tion”. It was revealed at Quebec that any difference that existed between 
the Allies was in an entirely opposite sense. The Americans seemed to be 
preparing on so generous a scale for the final campaigns of reconquest in 
the Pacific that insufficient room was left in the plans for the participation 
of the large forces that the British Empire wishes to engage. Mr. Churchill 
was undoubtedly right to insist, for the interest as well as the honour of the 
Commonwealth, upon sending to the eastern theatre, immediately upon the 
defeat of Germany, the largest part of the fighting power of Great Britain 
that the available means of transport can convey and maintain. The Imperial 
interests in the Far East are as extensive as those of the United States and 
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more various. They include the establishment of security for Australia and 
New Zealand against another irruption of an aggressive Power through the 
chain of islands to the north; the restoration of 20,000,000 British subjects, 
now enslaved in the Malay Peninsula, to their course of orderly progress 
towards self-government under the Crown; an impregnable frontier on the 
east for the new self-governing India to’ which we look forward after the 
war; besides the interest that all peace-loving Powers share in the building 
up of a strong China which can itself be a principal guardian of the peace 
of Asia. It is essential that Great Britain shall bear, in the conquest of Japan, 
a part proportionate to the share she must claim in the future destinies. of 
this region of the globe. 

The Moscow Conference, in which Mr. Averell Harriman represented the 
United States at the meeting of Mr. Churchill and Marshal Stalin, leaves its 
most difficult problem unsolved. The lamentable dissensions of years, which 
have now cost the lives of thousands of the heroic people of Warsaw and 
the all but total destruction of their city, still divide Poles from Poles; nor 
is it possible to disguise the difference of view between Great Britain and 
the Soviet Union as to what constitutes justice for Poland. There is, however, 
no question of a quarrel arising out of the difference; the position has been 
in effect accepted that Russia, on whose arms Poland is entirely dependent 
for liberation, is entitled to the predominant voice in the mode of her 
re-establishment in strength and independence, and that Great Britain, as 
advocate for the small nation in whose defence she declared war, must 
restrain the persuasions of her diplomacy within the limits set by the desire 
of the Soviets for security on their western frontier. The continuance of this 
intractable dispute throws into relief the remarkable identity of view reached 
at Moscow concerning the complicated affairs of the whole Balkan peninsula 
and the adjoining States of south-eastern Europe. This region is not only 
the most prolific of causes of war in modern Europe; it is one in which 
in the past the interests of the British and Russian Empires have repeatedly 
crossed one another. The Moscow Conference offers hope of a final settle- 
ment of what diplomatists and historians from the Napoleonic to the Balkan 
wars have known as “the Eastern Question”. 


DuMBARTON OAKS AND SOVEREIGNTY 


WHEN surveying both Quebec and Moscow, noting the divergences of opinion 
that on certain topics survive among the Allies, but noting also their capacity 
to bring these divergences into frank and friendly debate without the risk 
of aggravating them, it is plain that there is no substance in the only hope 
now left to the Nazi Government of escaping the full consequences of their 
military failure—the hope that their adversaries will fall out among them- 
selves. By their proved ability—for which the history of alliances affords 
few precedents—to maintain a united political front in war, the Great 
Powers leading the United Nations assert their best claim to continue their 
combined authority as the safeguard of order in a world at peace. To recom- 
mend a plan for the exercise of this authority over a term of many years, 
“by and with the advice and consent” of less powerful States, was the 
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essential task of the experts assembled at Dumbarton Oaks. By publishing 
their proposals in considerable detail while hostilities still continue, they give 
the organization of collective security a better start than it enjoyed in 1919, 
when the world approached the drafting of the Covenant of the League of 
Nations on the basis of the inchoate sentiment that had been generated 
during the war, instead of having the opportunity to debate a concrete plan 
at leisure. 

The draftsmen at Dumbarton Oaks were officials and not plenipotentiaries. 
Their task was not to determine the principles of collective security, but to 
translate into legal form the ideas implicit in the declarations already made 
on behalf of the United Nations, from the Atlantic Charter onwards. Evi- 
dently, for instance, they attached fundamental importance to clause 4 of 
the Declaration of the Moscow Conference of 1943, in which the parties 
announced that: 


they recognize the necessity of establishing at the earliest practicable date a general 
international organization, based on the principle of the sovereign equality of 
all peace-loving States, and open to membership by all such States, large or small, 
for the maintenance of international peace and security. 


This doctrine of the “sovereign equality” of States has never been regarded 
by THE Rounp Taste as a foundation capable of supporting indefinitely 
the fabric of world peace. There is no ultimate solution of the problem of 
war so long as the national State, claiming to be exempt from every kind of 
external direction and perpetually judge in its own cause, is accepted as the 


final form of political society. It is equally true, on the other hand, that an 
international organ, equipped to compose by authority the disputes of nations 
as the courts of existing States compose those of their subjects, cannot be 
brought into being in advance of an international public opinion and 
loyalty sufficiently intense to sustain it. The Moscow Declaration and the 
Dumbarton Oaks proposals do no more than register the truth that no such 
public opinion yet exists. International were no match for national loyalties 
in the League of Nations; and the common effect of war is to intensify 
nationalism. It is indeed arguable, if exiles may be taken as representative 
of their countrymen whose voices have been forcibly silenced, that there has 
been a movement of opinion in many parts of Europe in favour of some 
alienation of sovereignty from national governments to a supra-national 
organization which can keep the peace. But this movement has been chiefly 
confined to subjects of the smaller nations; and the present war, in an unpre- 
cedented degree, has removed the control of the world’s affairs from the hands 
of the small nations to concentrate it in those of the Great Powers. The small 
States on one side of the conflict have all been reduced to the rank of 
“satellites”; on the other they are the “subjugated countries”. Of them all, 
only the Dominions of the British Commonwealth, by virtue of their 
participation in sea power, retain the capacity of autonomous combatants in 
a world war, and can expect to exercise corresponding influence upon the 
framework of world peace. Among the Great Powers, which in an over- 
whelming measure will determine that framework, there has been little or 
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no moderation of the traditional jealousy of sovereign rights. The United 
States, though now apparently ready to release her delegates to the collective 
organization of the future from the day-to-day direction of the Senate, shows 
by the need for that concession how far she is from contemplating a more 
than consultative co-operation with other Powers; the Soviet Union finds 
difficulty in compromising sovereignty even to the extent required by inter- 
national regulation of civil airways; the meeting of the Prime Ministers of 
the British Commonwealth found but slight inclination for more organic 
union even within the Empire. There can be no quarrel with the recognition 
at Dumbarton Oaks that 


The common problem, yours, mine, every one’s 
Is—not to fancy what were fair in life 

Provided it could be,—but, finding first 

What may be, then find how to make it fair 

Up to our means: a very different thing! 


The axiom being now established that peace has to be protected by power, 
the fact to be faced is that effective power to-day is distributed under four 
or five predominant authorities, whose’ temper permits them to collaborate 
intimately but not to merge themselves in any higher political unity. 


DUMBARTON OAKS AND SECURITY 


In these circumstances the chief proposal is to separate the control of inter- 
national affairs into two spheres, according to whether the decisions to be 
reached do or do not require the presence of force in the background to make 
them good. The latter are remitted to a body which is in composition 
practically identical with the old Assembly of the League of Nations; the 
former are reserved to the new organ called the Security Council. The 
Assembly is given the supervision of the Economic and Social Council, 
presumably including ultimate control of all such organisms as the Inter- 
national Labour Office, which may already exist or be hereafter created to 
facilitate economic co-operation between the nations. It should thus be 
able to bring the public opinion of all nations, great and small, to bear upon 
the influences that determine the social and economic climate of the world, 
and so in the long term profoundly affect the issues of peace and war. On 
the other hand, the Assembly is expressly precluded from exercising any 
initiative in matters related to a specific threat to world peace, once that 
threat has come under the cognizance of the Security Council. 

Thus the Security Council, which is to consist of the four or five pre- 
dominant military Powers as permanent members, assisted by six others 
elected for short terms, is fairly charged with the responsibility for maintain- 
ing world peace by the ultimate threat of intervention with overwhelming 
force, which by virtue of the Council’s composition rests in its hands. For 
the permanent seats are nominated, besides the indispensable three Powers 
which are leading the war effort in both hemispheres, “the Republic of 
China and in due course France”. Since the proposals were issued the events 
culminating in the recall of General Stilwell have revealed to public opinion 
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in the United States, where Chinese power has been most highly rated, the 
improbability that China will emerge from the war with sufficient material 
strength or national unity to assume at once any major share in responsibility 
for world peace. It is none the less necessary to designate China for leader- 
ship in the new world organization, and for her friends to assist in establishing 
her authority, for the whole scheme of security founded upon strength 
requires the buttress of a first-class Asiatic Power; and after the overthrow 
of Japan there can be no other eligible candidate for the position. The 
position of China in Asia will in fact be analogous to that of France in 
Europe, a continent whose organic life is historically dependent to a very 
great degree on French political and cultural leadership, and is likely to 
founder if the greatness and power of France are not speedily restored. 
The accession of a French representative to the European Advisory Com- 
mission is a welcome earnest of the intention of the Allied Great Powers 
to associate France in their leadership at the earliest possible moment. 

In the first years after the war, however, it is manifest that the three 
corners of the world have to be sustained in the main by British, American, 
and Russian power. In enumerating the permanent members of the Security 
Council, it is noteworthy that the Dumbarton Oaks proposals associate the 
United States and the Soviet Union, not with the British Commonwealth 
and Empire, but with the United Kingdom of Great Britain and Northern 
Ireland. No other course was juridically possible, the Commonwealth under 
its present constitution not being capable of treatment as a single unit in 
international affairs. It is none the less true that the United Kingdom alone 
does not command the material resources to speak on equal terms with its 
mighty associates; and that its capacity to discharge the functions assigned 
depends on the tacit assumption that, if force has ever to be invoked, the 
Empire as heretofore will act, though it does not negotiate, as a unity. If 
in coming years any movement towards closer union in the Commonwealth 
were to enable the whole, or a larger part than the United Kingdom, to 
appear as a unity at the council board, it may be presumed that the reinforce- 
ment of authority would be welcome to the other participants in world-wide 
responsibility; and it is at least conceivable that the consideration that this 
is the most direct way for each Dominion to a share in the permanent 
leadership of the world may eventually come to weigh against the centri- 
fugal forces in imperial development. 

The principle underlying the Security Council is that the responsibility 
for authoritative mediation in disputes that may lead to war shall be placed 
in the same hands that are able to exercise coercive force in preservation of 
the peace should mediation fail. A practical advance on the methods of the 
League of Nations is made by abandoning the system of initiating action by 
the condemnation of an “aggressor”, and authorizing the Council instead 
to intervene at any stage at which a danger to the peace may be detected; 
and such a danger, by an express provision, may be brought to the attention 
of the Council by the Secretary General, instead of waiting for the complaint 
of an aggrieved party, who might in practice feel considerable delicacy in 
being the first to raise the issue. It has been objected that the practical 
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advance is a moral retrogression; but for the Council to refrain from passing 
judgment before exercising its office may as legitimately be regarded as a 
proper recognition that in most international disputes the rights and wrongs 
are too closely interwoven to make it safe to refrain from action to preserve 
the peace until they have been disentangled. 

The force to be wielded by the Security Council is to be made up of 
contingents that the various members of the organization shall contract 
to provide, of which certain air-force contingents are to be held “immediately 
available” to act at the Council’s behest. It will be an early problem for the 
“military staff committee” which is contemplated to discuss whether these 
separate contingents, which only come together in the hour of emergency, 
will be sufficient for their task, or whether the Security Council may not need 
a permanent international force, trained together under its direct authority 
in time of peace, and perhaps operating from bases distributed about the 
world and permanently. internationalized. This question, of course, is 
capable of raising difficult constitutional issues. The maintenance of an 
“international police force” and the administration of international territory 
are functions of government; and the proposed Security Council is not a 
Government. As the precedents of joint command in war and various 
condominia show, however, the rigidity of legal categories need not prevent 
these kinds of co-operation between uncompromised sovereignties ; and even 
if the tendency in practice would be for the consultative authority exercising 
such functions to grow towards a more unified constitution, that need not 
be regarded as an insuperable objection to the plan. 


THE OMENS OF HISTORY 


Tue experts of Dumbarton Oaks indicate the most controversial issue within 
their terms of reference by their note that “the question of voting procedure 
in the Security Council is still under consideration”. As is well known, the 
difference turns on whether coercive action by the Council is to depend upon 
unanimity among the permanent members; for to require it is tantamount to 
a declaration that the international organization will in no circumstances 
attempt to act in restraint of one of these Great Powers. In strict logic it 
may be argued that this is no more than the recognition of an obvious fact, 
to wit, that the whole basis of the proposed organization presupposes 
identity of policy between its dominant members and collapses in case of 
a serious dispute between them. Yet a still more fundamental source of its 
strength—and of its capacity for growth towards any closer articulation— 
is the loyalty to its ideals that it can evoke in international public opinion; 
and this will be made more difficult to inspire if its constitution gives colour 
to the idea that the powerful are to repudiate the general judgment to which 
they invite lesser States to submit their disputes. 

In the generations following the Congress of Vienna the maintenance of 
peace on the Continent depended upon the Concert of Europe, dominated 
in the last resort by the military strength of the Great Powers. World war 
was prevented by the ubiquity of British sea power. After the failure of the 
League, the Dumbarton Oaks Conference proposes in substance to revert 
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to the principle of the Concert, extending it to become a Concert of the 
World, and placing it under the tutelage of the world Powers, which are 
also equipped with the mastery. of the seas. If history is any guide, the omens 
are encouraging, for the Concert of the last century undoubtedly gave to 
Europe a long period of peace. Permanent and final peace, however, it is 
equally evident that no Concert can give. It tends to pass into a Balance of 
Power, and that to a trial of strength between rival camps, such as occurred 
in 1914. No human providence can guarantee that a group of sovereign 
States, constituted trustees for humanity, can for ever pursue a harmonious 
policy among themselves. There is good reason to hope that the present 
leading Powers of the United Nations will be able to march together for 
many years to come. They will have a potent binding force deriving from 
the vast responsibilities they are undertaking to share; and not least among 
these responsibilities that of preventing the resurgence of aggressive power 
in their present enemies. It may be suggested that when that task is com- 
pleted, and a morally renascent Germany and Japan are fit for admission 
to the Concert of the peace-loving Powers, a testing time for the continuance 
of the Anglo-Russian-American concord will have been reached. The 
Dumbarton Oaks organization will have done a great work for the world 
if it can ensure a period of peace that will last so long as that. For reasons 
that have been several times argued in these pages, a league of sovereign 
States cannot fairly be expected to achieve more. The final eradication of 
war depends on the capacity of mankind to turn to account the years of 
peace, of which Dumbarton Oaks holds out to them the hope, in order to 


feel their way forward to some higher form of international organization. 
It is not a process of constructing machinery, but of winning the general 
allegiance of humanity for a new conception of the Nation and the State. 





THE CONDITIONS OF SOCIAL 
SECURITY 


N November 3 after two days’ debate the House of Commons, without 

a division, resolved to “welcome the intention of His Majesty’s Govern- 
ment, declared in the White Paper presented to Parliament, to establish an 
enlarged and unified scheme of social insurance and a system of family allow- 
ances”. Except in one or two speeches from the back bench, maladroit in 
phrasing and ineffective in argument, there was no opposition to the pro- 
posals. Critics without regard to party pressed not for less but for more— 
for a guaranteed subsistence level for all, for bigger pensions, for indefinite 
unemployment benefit, in a word for Beveridge in the authorized version. 
Although legislation has still to be introduced and passed, it may thus be 
taken as reasonably certain that Great Britain is now committed to a vast 
expansion of its schemes of social insurance and that public funds will be 
required to find 54 per cent of the cost or £350 million in “1945” or the 
first year of the new era and 67 per cent or £550 million in 1975. A thought- 
ful reader of the Beveridge Report, who observed its mastery of the subject, 
its immense knowledge and industry, the skill with which it brought order 
out of chaos and offered something for everyone, on the scale of 9d. for 3d., 
and the lavish publicity which attended its birth, cannot have doubted that 


no democratic Government could fail substantially to recommend its adop- 
tion and no popular assembly to hail that proposal with acclamation. Yet 
it would be a gross injustice both to the Government and to the House of 
Commons not to emphasize the humanitarian motives of their action. As on 
other occasions Mr. Arthur Greenwood gave perhaps the best and clearest 


expression to the feelings which were influencing members when he said in 
the debate: 


“We have shown to the world the quality of our people and I think we are right 
to be proud of the quality of the citizenship which they have shown during this 
war. Our people are entitled to a better deal than they have ever had in the past.” 


What is now important is that we should all take stock of our commitments 
under these proposals and of the national economic position and prospects 
which are the background to them. The White Papers on Social Insurance* 
follow closely the lines of the earlier Report, as Sir William Beveridge him- 
self recognized during the debate. The differences are mainly differences of 
detail and on many points the Government’s proposals may be thought to be 
an improvement. Both schemes are comprehensive in the sense that when 
they are in full operation they will cover all classes of the population. The 
principal differences are three. Sir William Beveridge proposed that un- 
employment benefit should continue indefinitely, subject to the beneficiary, 
after a certain period, agreeing to be trained for other work. The Govern- 


* Cmd. 6550-6551, H.M. Stationery Office. 





THE CONDITIONS OF SOCIAL SECURITY “ - 


ment proposes to provide the training, but not as a condition of benefit, and 
to limit benefit to 30 weeks. The consequence is that, although the total 
expenditure on the unemployed will probably not be less at any given 
moment, more of it will come from the Assistance Board after a means test 
and less from insurance. The second difference is that the Government 
offers 5s. a week under the heading of family allowances for each child after 
the first instead of 85., but this reduction is probably fully offset by additional 
expenditure in kind. Apart from an extension of the present arrangements 
for free milk, the Government proposes to provide free meals for all children 
attending primary and secondary schools. Finally, although the rate of 
retirement allowances for a married couple is to be fixed at 355. instead of at 
4os., the Government proposes that the full rate should be applied at once 
and not, as Sir William Beveridge recommended, only become operative in 
1965. On the administrative side, the Government sets up a new Ministry of 
National Insurance, which will be responsible not merely for all insurance 
benefits but, through the Assistance Board as a separate sub-department, for 
the administration of assistance. Neither the approved societies nor the 
friendly societies will be retained as agents in the administration of the scheme, 
and in future workmen’s compensation will be covered by insurance to which 
both employers and workers will contribute and will cease to be a liability 
of employers only, determined by the Courts under the Workmen’s Compen- 
sation Acts. As to the financial cost of the proposals, when allowance is 
made for the benefits which the Government provides in kind, there is very 
little difference between the Government’s scheme and that of Sir William 
Beveridge, either in the total bill or in the proportion to be met from public 
funds. 

When the Beveridge Report was published THE Rounp Taste dealt with 
it at some length* and made it clear what its own views were. It welcomed, ° 
indeed warmly welcomed, many features of the proposals—uniform benefits 
for sickness and unemployment, the provision of children’s allowances, a 
single administrative responsibility and the transfer of workmen’s compensa- 
tion from the sphere of troublesome litigation to that of insurance. It 
criticized the proposals on two main grounds. In the first place, it pointed 
out that universality in the scheme, its application to every class of the 
population, had nothing to do with the abolition of want, which was the 
principal motif running through the Beveridge Report. The inclusion of 
the higher-income classes would ultimately cost the scheme far more than 
the contributions paid by them and if for no other reason must therefore be 
suspect on financial grounds. The second main criticism then made by THE 
Rounp TABLE was that Sir William Beveridge had taken the financial con- 
sequences of his proposals as a whole much too lightheartedly in view of the 
notorious difficulties which British economy would have to face after the war 
and the manifold uncertainties of the future. It summed up this criticism in 
these words: 
_ “It is not enough to say that taxation and expenditure merely entail a redistri- 
bution of income. The taxation side of the redistribution has its difficulties and 

* THE Rounp Taste, No. 130, March 1943, page 107. 
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drawbacks; incidentally it involves a rigorous enquiry into means. Sir William 
Beveridge’s chief argument against the means test is that it acts as a discourage- 
ment to thrift. But the high rates of taxation that will be needed to finance his 
scheme, in addition to heavy contributions from employers and employed, must 
also tend to discourage thrift, together with things like enterprise and effort, which 
may be even more important in the post-war world.” 


Except for the limit placed on the duration of unemployment benefit, these 
criticisms are not met by the Government’s proposals or by anything said 
during the debate, either by the Chancellor of the Exchequer or by any other 
member of the Government. The Chancellor was asked by .many speakers 
to give an assurance that the country could “afford the scheme”. His reply 
was that he was “prepared to take such risk as was involved” and he 
“counselled his friends not to be alarmed at the prospective charge on the 
Exchequer”. He gave no reasons, however, for this view. He had explained 
that of the increased cost of the new scheme over the present arrangements 
in 1945 £37 million would fall on the employers, £109 million on the workers 
and £78 million on the Exchequer, to which had to be added the cost of 
developing the services in kind, which might run to £60 million, and of 
training for the unemployed. He was reconciled to these additional sums 
for 1945 by the reflection that popular demand for increased benefits here 
and new benefits there would have compelled him to spend almost as much, 
even if the new scheme had not been introduced. He said nothing about the 
increasing expenditure after 1945, but he added this important qualification : 


“Of course, unless this great scheme operated so as to give an equivalent or 


more than equivalent increase in national productive efficiency, Sir William 
Beveridge and the rest of us will have been wasting our time. What I have indicated 
is the test that must be applied in the economic sphere. What that test means is 
that if the community does its duty by the individual the individual must recog- 
nize and perform his duty by the community. If more easy money were to mean 
only indifference and idleness we should not have been justified in having gone 
ahead on these lines.” 


THE Rounp TABLE, of course, does not believe, any more than the Chancel- 
lor, that the people of this country can be readily corrupted by easy money 
into indifference and idleness. It has made no secret of its own view that 
“There is no reason why, by hard work and by giving free rein to individual 
initiative, we should not create out of this new world of science a future no 
less brilliant or exhilarating than the age of Elizabeth”.* The virtual adoption 
of the Government’s proposals for social insurance is a reason not for think- 
ing that they will themselves create the conditions in which their financial 
cost can be met but for applying ourselves as a nation to the creation of those 
conditions through our own efforts. Something much more than social 
insurance is needed adequately to raise our productive efficiency. The 
Government have themselves in their White Paper on Employment Policy+ 
set out the conditions in which stable employment and economic prosperity 


* Tue Rounp Tasxe, No, 132, September 1943, “Foundations of Prosperity”. 
t See THe Rounp Taste, No. 136, September 1944, “Employment Policy”. 
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can be expected. They have made it clear that we need a substantial increase 
in the volume of our export trade, that energy and initiative and imagination 
in the management of industry are indispensable, that they rely on the mobility 
of labour and elasticity in its practices, they have preached “‘man’s duty to 
fend for himself” and they have not attempted to conceal the extent to which 
our prosperity in Great Britain is influenced by what nations and Govern- 
ments are doing in other countries. In a word, we have no excuse for not 
recognizing that, while the insurance scheme is a commitment, the “ex- 
pansionist economy” which is to make that commitment tolerable is still an 
experiment and an aspiration. It is not wholly in our power to make the 
experiment a success, but only a strenuous effort by all sections of the 
community can prevent it from being a failure. It would be crass folly to 
under-estimate the scale or to misjudge the nature of the problems which 
confront us. Anyone who is tempted to fall into an easy optimism should 
reflect on the failure to produce coal in adequate quantities at an economic 
price, or should read the report of the Cotton Textile Mission to the United 
States.* The Mission, which was headed by the Cotton Controller, and 
included leading representatives both of the employers and of the trade 
unions in the industry, was unanimous in its statement that: 


“Our feelings at the conclusion of this visit, and the considerable thought which 
has thereby been forced upon each one of us, are feelings of great concern.” 


The reason for that concern will be evident from this one paragraph from 


the introduction to the report: 


“The report on cotton by the Cotton Textile Institute of New York states that 
‘during this 38-year period (i.e. from 1900-37) the United States cotton industry 
nearly quadrupled its pay-rolls as well as the value of its products, whilst increasing 
its labour cost about 40 per cent. This increased output per worker thus accom- 
plished was largely due to the development of more automatic machinery and more 
efficient methods, as the working week has been gradually reduced since 1900 
from an average of about 60 hours to 40 hours per week.’ No survey of labour 
productivity such as that mentioned above has been made for the British cotton 
industry, but there can be no doubt that during the period cited labour productivity 
in Britain has shown little change.” 


The cause of the decline in the cotton industry is to be found mainly in 
its failure to modernize either its ideas or its equipment. Much of its plant 
is obsolete, many of its factories are unsuited for modern machines, its 
commercial organization is outmoded and its wages system a conventional 
survival which by its rigidity operates to diminish both profits and earnings. 
Because high taxation must hamper any industrial undertaking in its efforts 
to keep up to date, THE Rounp TaBLE would have preferred to see a more 
cautious and gradual reform of the social insurance system. As that is not 
to be, an added obligation rests on the Treasury to see that every possible 
facility is given for research and for scrapping and renewal of plant. A good 
deal has been accomplished in the last Finance Act, for which industry is 


* H.M. Stationery Office, 1944, 15. 3d. 
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indebted to Sir John Anderson. But if our public expenditure is to be such 
that taxation not far below present levels must continue, further relief is 
essential. No industry can re-equip itself, or expand its exports in world 
competition, on what is left to it after it has paid 1os. or even 8s. in the 
pound on profits whether distributed or kept in the business. If we are to 
meet the new commitments, it is not the Treasury only which will be called 
on for a new and unprejudiced approach to industrial problems. Both 
employers and workers will have to seek common ground in the recognition 
that in the long run their prosperity is indivisible and that high earnings and 
low profits accord ill together. In many industries wage systems are of 
extraordinary complexity and restrictive practices still prevail. It is for 
employers to show that the abuses which led in other generations to this 
complexity and these restrictions are things of the past. They may reasonably 
ask in return for a more realistic and constructive approach to the problems 
of the present than the advocacy of nationalization as a panacea. 





BRITAIN AND THE MONETARY FUND ~- 


I 


RITAIN’S major economic objectives after the war will be firstly, to 

maintain full employment, and secondly, to export enough both to pay 
for her imports and to make some contribution towards the repayment of 
her war debts. It is largely in the light of these aims that the International 
Monetary Fund, devised by the experts of 44 nations at Bretton Woods, 
calls for examination. 

Our balance of payments problem alone is formidable. Sales of overseas 
investments and new borrowing from abroad have drastically reduced the 
receipts ‘which used to pay for a large part of our visible import surplus. 
Shipping income, also, and other invisible exports, will probably be less. 
It is indeed generally agreed that, if we are to maintain our pre-war volume of 
imports—and there is not much scope for reducing it without harm to our 
standard of living—we shall have to increase the volume of our visible 
exports by at least 50 per cent over their pre-war level. As our exports have 
fallen by more than 70 per cent in volume during the war, this means an 
increase of more than 40o per cent over their present level. Until we can 
restore equilibrium in our balance of payments—that is, until we can sell as 
much as we buy—we can only bridge the gap by further foreign borrowing 
or by selling our remaining gold and overseas securities. But that is not the 
whole story. Our short-term foreign debts, apart from Lend-Lease obliga- 
tions, will amount, by the end of 1944, to about £3,000 million. These are 
war debts, their settlement is a political matter, and we can rightly insist that 
they should not be treated on a par with commercial debts. Nevertheless, as 
and when we repay them, they will involve exports additional to those 
required to pay for our current imports. 

Such an abnormal situation demands abnormal measures. In the immediate 
post-war period we shall have to retain a strict control of imports in order to 
confine our purchases to goods which are essential either to our standard 
of living or to our export trade; continued control of raw materials will be 
necessary to ensure that adequate supplies are allocated to production for 
export; and, whether we like it or not, we shall almost certainly have to use 
reciprocal trade and clearing agreements in the restoration and expansion 
of our exports. Repayment of our war debts too will require measures of 
this kind; for any attempt to free such a vast volume of sterling except over a 
period of many years would result in a serious depreciation which would 
harm both ourselves and our creditors. In the long run we can only hope to 
remove restrictions on trade and exchange if there is an expansion of world 
trade as a whole; for if we think in terms of competing for a larger share of a 
limited volume of world exports, our problem is wellnigh insoluble. An ex- 
pansion of trade, however, will be worse than useless if it is not sustained; for 
the greater the volume of trade, the greater is the economic interdependence 
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of the trading countries and the more vulnerable are their foreign balances. 
Therefore, until we have some reasonable assurance that effective world 
demand can be held at a high and stable level—which is the prerequisite of a 
high and stable level of international trade—we cannot safely relinquish our 
right to use trade and exchange restrictions to protect our balance of payments 
against the full force of external fluctuations. 

A deficit in our balance of payments is undesirable if for no other reason 
than that it means we are living beyond our foreign income. Yet it may also 
be a symptom of domestic unemployment if it is caused by a rapid fall in other 
countries’ demand for our exports. This is the Achilles’ heel of our full 
employment plans; for sharp fluctuations in the demand for our exports 
cannot easily be corrected by any action of our own. Exports normally 
represent some 10 per cent of our national income and provide employment 
for 1,750,000 people ; total employment in this country is therefore particularly 
susceptible in the short run to changes in world demand. Complete immunity 
from this risk could only be obtained by a policy of autarky and at the price of 
an intolerable reduction in our standard of living. It is possible to pay too 
highly even for full employment. We must in consequence accept the fact 
that our own full employment programme will be jeopardized so long as 
other countries continue to tolerate slumps and booms resulting in wildly 
fluctuating demand for our exports. The question for us to decide is how far 
we should sacrifice the full advantages of universal multilateral trade so as to 
obtain partial immunity. 

In conditions which fall short of world-wide full employment, both our 
balance of payments problem and our full employment plans are thus seen to 
call for similar protective measures—measures which are inconsistent with 
universal multilateral trade equality. It is the main argument of the British 
critics of Bretton Woods that membership of the Fund involves renunciation 
of the right to use some of these measures and the premature acceptance 
of universal multilateralism. This is the fundamental point at issue. Argu- 
ments about the gold standard are of minor importance. If it is true that 
we are being asked to sacrifice our full employment plans and our inter- 
national solvency in favour of a system of trade which in theory is ideal 
but in practice will break down unless there is sustained and world-wide full 
employment, then, failing any reasonable prospect of that condition being 
fulfilled, we must reject the experts’ proposals. But is it true? To answer 


this question, it is necessary to give a brief description of the main features 
of the International Monetary Fund. 


II 


SraBiLity of exchange rates is conducive to healthy world trade. On this 
there is general agreement. But stability has to be reconciled with the 
inevitable occurrence of exchange disequilibria, manifesting themselves in 
surpluses and deficits in nations’ balances of payments. The weakness of the 
gold standard was that it provided exchange stability at the price of inter- 
fering with domestic economic policy. Thus an unfavourable foreign balance 
was corrected by an outflow of gold, resulting in enforced deflation by the 
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deficit country; deflation meant falling prices and rising unemployment, 
which spread to other countries through the channels of trade and were inade- 
quately counteracted by the expansion of credit, which, according to gold 
standard theory, should have taken place in the countries receiving the gold. 

The purpose of the International Monetary Fund is to providea high degree 
of exchange stability whilst avoiding this fatal weakness of the gold standard. 
Its method is to establish a pool of member countries’ currencies from which, 
within certain limits related to agreed quotas, and except for the purpose of 
financing large movements of capital, a member country may buy any currency 
it needs in exchange for its own currency. Thus when members are unable to 
exchange their currency within the agreed par rates in day-to-day transactions, 
instead of selling gold, they will be able to buy the currency they need from the 
Fund up to the limit of what Lord Keynes has described as their “iron ration”. 
This is a substantial amount. Britain’s quota, for instance, is £325 million, 
which would enable us to sell sterling to the Fund at a rate limited to £80 
million per annum over a period of four years. The Fund thus enables 
considerable disequilibria in nations’ foreign balances to occur without either 
affecting domestic economic policies or causing changes in exchange rates. 
Provision is also made, however, for “fundamental” disequilibria which the 
quotas are inadequate to meet. When a country with a chronic deficit, for 
instance, has bought currencies from the Fund to the limit of its “iron 
ration”, it may, after consultation with the Fund, reduce the par value of its 
currency in one or more stages up to 10 per cent. This will tend to restore 
equilibrium by stimulating exports and checking imports. Subsequent 
reductions beyond ro per cent may also be made but only with the permission 
of the Fund. A chronic surplus, on the other hand, which would result in a 
shortage of the member country’s currency in the Fund, calls for the reverse 
process, and this too is permitted by the Fund on the same terms as those laid, 
down for devaluation. Except at the height of a world boom and as protection 
against inflation elsewhere, however, no country is likely to wish to increase 
the par value of its currency. The Fund therefore provides another method, 
by which it declares a currency to be “scarce” when its holding of that 
currency becomes seriously depleted. This declaration will serve as authoriza- 
tion to member countries, after they have consulted with the Fund, to impose 
limitations on the freedom of exchange operations in the scarce currency for 
as long as the scarcity persists. 

Except in relation to a scarce currency, it is obligatory for member 
countries to maintain freedom of exchange in current transactions. It is 
recognized, however, that a distinction should be drawn between exchange 
restrictions as applied to current and capital transactions, and members are 
therefore left free to protect themselves against the large capital movements 
which were sych a disturbing factor in the inter-war years. It is also recog- 
nized that there can be no immediate removal of war-time exchange restric- 
tions even for current transactions. In consequence, members are allowed 
gradually to assume their full obligations during a transitional period 
tentatively put at three to five years. As will be seen in what follows, this 
provision is of the utmost importance. 

c 
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Il 


By joining the Fund, Britain, in common with other members, will derive 
considerable advantages. Our industries will have the benefit of a high degree 
of exchange stability, without this being acquired at the risk of painful 
external pressures on our economy. When changes in exchange rates become 
necessary as a result of fundamental disequilibrium, these will be carried 
out in an orderly and agreed fashion without danger of being nullified by 
purely competitive changes in the values of other currencies. These are, how- 
ever, primarily long-term considerations. How will the Fund affect our 
immediate need to restore equilibrium or a surplus in our balance of pay- 
ments? First it should be noted that, until we have achieved equilibrium, 
we cannot emerge from the transitional period. It follows that, until then, 
we shall be free to “maintain and adapt” our war-time exchange restrictions. 
The recently concluded Anglo-Belgian monetary agreement, for example, 
represents the kind of clearing arrangement which, although incompatible 
with the full obligations of the Fund, in no way infringes its provisions for 
the transitional period. As regards the commercial, as distinct from exchange, 
arrangements which may also be necessary to restore and expand our exports, 
Lord Keynes has emphasized that the Fund involves us in no commitments 
whatsoever. Moreover, by its admission of exchange restrictions on capital 
movements, the Fund allows us complete freedom, both during and after 
the transitional period, to make any arrangements we like in the gradual 
repayment of our war debts. 

During an initial period of three to five years, membership of the Fund 
merely requires us gradually, and at a pace of our own choice, to remove our 
exchange restrictions on current transactions. For ourselves, in view of the 
size of our payments problem, the transitional period may prove to be even 
longer. Thus for at least five years the Fund will leave us free to use the 
measures which may be required to protect both our payments position 
and our full employment plans. Thereafter, our use of exchange restrictions 
will be limited to large capital movements. It is then that the critics’ fears 
will be tested. What will, in fact, happen if there is a slump in the United 
States and we try none the less to maintain full employment here? Full 
employment in Britain means stable or rising sterling prices. An American 
slump means falling dollar prices. The result, in world markets, is that 
American exports gain a relative advantage. In terms of balances of pay- 
ments, America will accumulate a surplus, Britain a deficit, and a state of 
fundamental disequilibrium will ensue. In due course, if the American 
slump persists, dollars will be declared scarce and the par value of sterling will 
be reduced. Devaluation of sterling will restore our competitive power vis-d- 
vis the United States in world markets, but only after our export trade has 
suffered a sharp spell of depression; moreover, past experience has shown 
that, during a slump, American demand for imports is particularly un- 
responsive to price reductions, so that for countries exporting to the United 
States to devalue their currencies has merely resulted in their receiving 
less in dollars for much the same volume of goods. Nor will the rationing 
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of dollars necessarily correct a chronic United States export surplus; for 
“scarcity” of dollars only means a shortage in the Fund, and countries which 
export more to America than they import from her will still have plenty of 
dollars and therefore no inducement to discriminate against hér exports— 
indeed, rather the opposite if dollar prices are falling. The burden of 
discrimination—for it may well be a burden to have to reduce imports or 
secure them from other sources—will in consequence fall on those countries 
with unfavourable balances vis-a-vis the United States. 

After a painful period of fluctuating demand and unemployment in all 
countries, the combination of sterling devaluation and dollar “scarcity” 
might be followed by recovery in the United States. But it must be admitted 
that, although the Fund provides a substantial breathing space for short- 
term fluctuations,. it cannot painlessly correct fundamental disequilibria 
such as will occur if Britain and America pursue or tolerate conflicting 
employment policies. It could do more to meet this situation by the 
provision of much larger quotas; but these, in the circumstances envisaged, 
would represent forced dollar loans on an immense scale, and as American 
financial opinion is by no means happy about the present quotas, the device 
of increasing them is out of the question. The fact is that no purely monetary 
system will protect Britain’s full employment programme (and her balance of 
payments) from an American slump. 

In fairness to the experts responsible for the Bretton Woods Agreement, 
it should be emphasized that they have never claimed the Fund to be a 
panacea for the world’s economic maladies. In fact in Resolution VII of the 
Conference they specifically deny any such claim, and recommend to the 
participating Governments that, besides implementing the monetary agree- 
ment, they should reach agreement as soon as possible on the reduction of 
trade barriers, the marketing of primary products, the transition from war to 
peace production, and the “harmonization of national policies of member 
States designed to promote and maintain high levels of employment and 
progressively rising standards of living”. Unless member countries can 
achieve success at least in the last of these objectives, the Fund will almost 
certainly break down, and efforts to reduce trade barriers will fail. 

The experts must, moreover, be given credit for themselves devising one 
very important instrument for achieving conditions necessary to the Fund’s 
success. The Final Act of the Bretton Woods Conference includes an outline 
of an International Bank for Reconstruction and Development, quite distinct 
from the Monetary Fund and capable of standing on its own feet—handi- 
capped though it must be if exchanges are unstable. The Bank, it is proposed, 
shall have a capital equivalent to $10,000 million, of which 20 per cent will be 
called up, but besides re-lending its own capital it will be able to expand long- 
term credit both by guaranteeing private loans and by raising money on its 
own obligations. Its intended purposes include facilitating post-war recon- 
struction, encouraging the use of the resources of less developed. countries, 
promoting the long-range balanced growth of international trade and the 
maintenance of equilibrium in balances of payments, and arranging a scheme 
of priority in international investment. The evils which the Bank is intended 
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to combat are, indeed, the squandering of international investment on 
speculative and superficially attractive purposes while valuable projects of 
permanent value to the world are neglected; the alternation of scrambles to 
invest in countries inflated by previous loans, and sudden drying-up of 
capital outflow just when it is most needed to compensate trade difficulties ; 
and the failure to bring together capital needs, investment experience and 
capacity to lend. 

These evils, characteristic of the worst aspects of the 1920’s, when London 
struggled with inadequate means to continue its role as international investor 
while others with more money displayed less wisdom and stability in invest- 
ing it, bore as hardly upon ourselves as upon anyone. The success of the 
International Bank is an important British Empire interest. At the same time 
we must not delude ourselves into imagining either that subscription to a 
Bank is a painless substitute for securing by trade and effort the means to 
invest money in the Empire and elsewhere or that even the success of the Bank 
in its own field will ensure all the conditions precedent to success of the 
Monetary Fund. 


IV 


THE Fund itself, no less than Britain’s payments problem and employment 
plans, depends for its successful operation on the achievement of a high 
and stable level of employment throughout the world. This virtually means 
the maintenance of full employment or at least the avoidance of slumps by 
Britain and the United States; for, between them, they share one-quarter of 


the world’s total trade, and fluctuations in their domestic economies exert 
a predominating influence both on the volume of trade and on the level of 
world economic activity. Will they succeed, or must we expect a repetition of 
the devastating fluctuations of the inter-war period ? 

The prospects are not favourable. It is true that the two countries share 
fundamental economic objectives, which are enshrined in the Atlantic 
Charter and Article 7 of the Mutual Aid Agreement. But on the means of 
achieving these aims agreement is conspicuously lacking. In this country, 
the White Paper on Employment Policy marks a great advance in official 
economic thought, with its claim that avoidance of slumps is practical politics. 
In America there is, as yet, no equivalent of this pronouncement, which 
indeed,.so far as Wall Street is concerned, seems more like a red rag than a 
white paper. Perhaps the most serious divergence of opinion is in regard to 
monetary philosophy. Nevertheless, understanding between the two coun- 
tries on the right use and function of money is vital if we are to avoid the 
conflicting price policies which may wreck the Bretton Woods machinery. 

In the meantime what is to be Britain’s policy ? Universal multilateralism is 
admittedly capable of providing the greatest possible benefits frominternational 
trade, but only in conditions of sustained and world-wide full employment. 
Failing any reasonable chance of securing these conditions, it is suggested by 
the critics of Bretton Woods that we should aim at a less ambitious goal and 
invite countries of like mind to ourselves te form a group—perhaps based on 
the existing sterling area—pledged to pursue expansionist economic policies 
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and to develop trade among themselves by means of discriminatory trade and 
clearing agreements. By these means, it is argued, the proportion of trade 
with countries outside the group would be reduced, so that the group as a 
whole would be less vulnerable to external economic fluctuations. The larger 
the group, the more nearly would the advantages of trade within it approxi- 
mate to those of a universal system, but with this difference, that, in so far as 
the group maintained full employment, the benefits of mutual trade would be 
stable instead of sporadic. As a second line of argument, it is contended that 
we should use our bargaining power as the world’s greatest buyer in order 
to obtain our essential imports as cheaply as possible, and that for this purpose 
we should retain our right to use discriminatory trade and clearing measures. 

The first argument rests on the optimistic assumption that Britain and her 
associates have solved the problem of reconciling full employment with a 
high degree of free enterprise : the second, on the dangerous assumption that 
the bargaining power of a great buyer can be indefinitely maintained. These are 
not absolutely sure foundations on which to build a brave new sterling area. 
In effect we are asked to put the United States into economic quarantine at a 
time when her political and economic co-operation is vitally needed in the 
establishment of world peace. The Monetary Fund, the International Bank 
for Reconstruction and Development, U.N.R.R.A., the Food and Agricul- 
tural Organization, and the institutions planned at Dumbarton Oaks are the 
new agencies for international co-operation after the war. For Britain to 
stand aside from any of them at this stage would be little short of disastrous, 
particularly as it might well drive the United States back into isolationism. 
Moreover, as we have seen, Bretton Woods is intended as one of a series of 
United Nations economic conferences; the proposed financial machinery 
itself depends on effective international agreement on the maintenance of 
full employment and the reduction of trade barriers. If the Bretton Woods 
proposals are rejected, these larger objectives will inevitably be jeopardized. 

It would be a mistake, however, to dismiss out of hand the idea of a “full 
employment group” of countries. It is admittedly attractive, particularly 
in its obvious relevance to the economic development of the British Empire, 
and it is certainly what we should aim at if, for any reason, the larger objective 
of a universal system proves unattainable. It is therefore a fact of the utmost 
importance that ratification of the Bretton Woods Agreement does not 
involve the immediate rejection of the possibility of forming such a group. 
The Fund does not require us to enter immediately into a universal system 
of multilateral trade and exchange. In fact we are only asked to choose this 
as our ultimate objective. The transitional period of three to five years allows 
a gradual approach and then only requires us to remove restrictions on 
current exchange transactions. It is true that Sir John Anderson has 
recently emphasized the British Government’s intention to work for “the 
elimination of all forms of discriminatory treatment in international com- 
merce” as well as exchange, in accordance with the terms of the Mutual 
Aid Agreement, but this too is capable of a gradual approach. Indeed, in any 
agreement on the limitation and reduction of trade barriers we should insist 
on a transitional period at least as long as that provided in the financial plans. 
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During this period we shall be free to enter into bilateral or regional arrange- 
ments whereby we can lay the foundations of what might eventually and if 
required become a “full employment group”. 

The transitional period may in fact be regarded as a time of probation 
during which member countries can decide whether or not they can safely 
join a universal multilateral system. If, during this period, the United 
States, Britain, or any other important trading country, takes inadequate 
steps to counteract a depression, other countries will be free to re-introduce 
exchange restrictions, as a means of self-protection, without infringing the 
rules of the Fund. In practice, the future of the Bretton Woods machinery 
will probably be decided in this transitional period. For if Britain and 
America can maintain full employment for five years after the war, it will be 
almost safe to assert that the problem is solved and that the prerequisite of 
universal multilateralism and the Fund has been achieved. If not, and the 
two nations pursue or tolerate conflicting employment policies, the Fund will 
never come into full operation, universal multilateralism can be written off 
as unattainable for the time being, and members will be free to fall back on 
bilateral or regional arrangements. 


V 


THE Bretton Woods Agreement is being subjected to a great many attacks 
which are merely tendentious. With these we are not concerned. Our 
somewhat pessimistic approach to the Agreement has been occasioned by the 
honest doubts of its more temperate critics who regard it as incompatible 
with Britain’s full employment plans. Our conclusion is that there is much 
less difference between these critics and the supporters of the Fund than 
would appear at first sight. This is because the critics seem to have largely 
ignored the vital importance of the transitional period. If the full implications 
of this five-years’ probationary period are taken into account, the dangers of 
joining the Fund are seen to lurk mainly in the more distant future. By then, 
it may be hoped, the nations will have found ways of removing those 
dangers, by putting into effect the recommendations of Resolution VII of 
the Bretton Woods Agreement. 

The Fund and the International Bank for Reconstruction and Develop- 
ment are, we repeat, only intended as a part of the post-war international 
economic structure. To be effective, their non-discriminatory basis must 
be reinforced by commercial agreements. More important still, unless 
the great trading nations succeed in avoiding slumps, all attempts to establish 
exchange stability and to remove trade and currency restrictions will come 
to naught. The constructive approach to Bretton Woods is to regard it as 
preliminary to international agreement on methods of maintaining full 
employment. This agreement must be sought without delay. Throughout 
the world people are terrified of a reccurrence of mass unemployment. 
They could have no greater moral stimulus than the knowledge that the 
United Nations were determined at all costs to make slumps and unemploy- 
ment a thing of the past. But time is short, and there is ample evidence of a 
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fatal and pervasive cynicism. Rejection of the Bretton Woods Agreement and 
a recrudescence of economic nationalism would assuredly add to the ranks of 
the cynics. What is urgently needed is an international version of our White 
Paper on Employment Policy, a United Nations’ Charter of Full Employment. 


Abolish slumps, and questions of trade and exchange restrictions will be seen 
in a new perspective. 





THE INTERNATIONAL INTEREST IN 
COLONIES 


HE interest to which the title of this article refers is not, of course, to be 

understood in a platonic sense; it is used in the meaning attached to it 
by the advocates of the movement, for introducing some form of inter- 
national control over colonial dependencies. This subject has not as yet 
been separately considered in THE RounD TABLE, but in introducing it now 
it may be useful to recall two of THE Rounp TaBLe articles which have 
dealt with the general principles of our colonial policy. 


Z 


THE first is that which appeared in the issue of September 1934. Its purpose 
was to examine the effect of the extension of the Ottawa Agreements to the 
Colonies, as viewed in the light of the principle of trusteeship. It observed 
that we, as free-traders, had previously disclaimed all preferences on principle : 
the “open door” was genuinely open. And this could be pleaded as some 
justification for the relative extent of our Colonial Empire; in the often 
quoted words of Mr. Joseph Chamberlain, “we develop the Colonies as 
trustees of civilization for the commerce of the world”. But the Ottawa 
Agreements (and still more perhaps the imposition of quotas on colonial 
imports from Japan) had changed the position, at all events where preferences 
were not ruled out, as they were for instance in the Congo Basin area or in 
the territories held under Mandate. If the door was not closed, it was 
henceforth to be only partially open. The writer found reason to doubt 
whether our abandonment of the open door was really in the best interests of 
the Colonies, or whether it could be considered as being fully in accord with 
the spirit of trusteeship. It is not necessary to repeat here the grounds on 
which he argued this issue; the point of present importance is that he did not 
suggest that other Powers, either individually or as representing an inter- 
national interest in the Colonies, were entitled to question the action we 
had taken. If there were a question whether we had honestly performed 
our duties as trustees, the judgment must rest between us and the colonial 
people. 

The second article appeared in December 1942. It set out to examine the 
adequacy of the doctrine of trusteeship as a guide to policy in the conditions 
of to-day. There could, it was said, be no question of its value where an 
issue arose which demanded the exercise of a moral judgment. But in other 
respects it was an uncertain guide. Thus it had, at all events until a recent 
date, failed to bring home the lesson that trusteeship involved the obligation 
to provide financial aid to the Colonies in raising the level of their social and 
economic standards. Until 1940 policy had still been dominated by the 
tradition that Colonies must depend on their own resources for financing 
their development. The liberal assistance provided by the Welfare and 
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Development Act of that year had repaired that deficiency; but, in the view 
of the writer, it had also a further significance. We had for the first time 
envisaged the Colonies as an integral part of the Commonwealth; and the 
guiding principle of policy was now to be found in our determination to 
equip them to take their part as members of that society of free and advanced 
peoples. 

In this case,also the arguments used by the writer are not material to our 
purpose. It is, however, relevant to observe that he viewed this obligation 
as flowing primarily from the duty which we, as leading partners in the 
Commonwealth, owed to peoples who are within its orbit but not yet full 
members of it. It is true that he referred also to the manner in which opinion 
in the outside world, and notably in America, had reacted to incidents attend- 
ing the loss of Burma and Malaya, and which were assumed to reflect some 
inherent weaknesses in our relations with their people. He suggested that 
though these feelings might have little justification, yet coupled with the 
traditional attitude of America towards British Imperialism, they might 
result in pressure being exerted for the introduction of some form of inter- 
national—or at all events, “‘group”—control over the Far Eastern Colonies 
after their re-conquest from Japan. But he did not pursue the subject further, 
nor did he discuss whether we were likely to accept any measure which would 
imply a formal recognition that we were accountable to international opinion 
for the administration of our Colonies. 


Il 


As we must view the issue now, it is not of course confined to the future of 
our Far Eastern Colonies; it affects not only all our Colonies but those of 
other Colonial Powers also. It is of interest therefore to attempt to assess 
the strength of the forces which lie behind the movement and the form which 
it is proposed that control should take. 

It is usual to trace the history of the movement back to the Berlin Acts of 
1885, which brought together the Powers which had been competing in the 
partition of Africa, and the subsequent General Act of the Brussels Con- 
ference of 1890. These Acts had a twofold object. They sought to regulate 
the relations between the Powers interested in the conventional Congo Basin 
area by agreements which recognized freedom of navigation in the Congo 
River and the equality of trade and economic opportunity throughout the 
area. But they joined with this a general prescription binding the signatory 
Powers to “watch over the preservation of native tribes and to care for the 
improvement of the conditions of their moral and material well-being”. 
Thus it was agreed in particular to suppress slavery, and to control the trade 
in arms and the sale of liquor. To this extent, therefore, the Acts may be 
said to have given expression to an international concern for peoples who 
had become subject to the control of Colonial Powers, though it would be 
going too far to agree with a French historian that they signalized “the 
creation of a measure of solidarity in the colonial world”. It will be noted 
that the Acts did not provide machinery for the exercise of international 
control; it was left for an aggrieved Power to protest against any breach 
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of the Agreements. It has been suggested that they subsequently influenced 
the conclusion of the Anglo-French Agreement of 1898 regarding certain 
of the West Africa colonies, the Samoa Agreement of 1899, and the New 
Hebrides Agreement of 1906, but these treaties were in fact rather in the 
nature of inter-State arrangements than part of a policy of international 
control in its true sense. 


Ill 


THE next stage in the history of the movement was marked by the institution 
of the Mandatory system. During the course of the 1914-18 war there had 
arisen a small school, drawn mainly from pacifist and labour organizations 
in England and socialist circles in France, which put forward a scheme for 
the internationalization of all Colonies. This attracted some attention at the 
Versailles Conference; but it is doubtful whether the adoption of the Man- 
dates system was actually influenced by any sentiment in favour of inter- 
nationalization. It may more realistically be viewed as a means by which 
the Allies were enabled to retain control over areas ceded by Germany and 
Turkey, while avoiding open offence to the principle that victory should 
not involve territorial aggrandizement on their part. The prescription in 
the Mandates of the principle of economic equality was doubtless designed 
as much to prevent the assertion of an exclusive trade interest by any one 
ally against the others, as it was a genuine recognition of the existence of 
an international interest in these territories. But the Mandates, like the 
Congo Agreements, had another aspect. They contained prescriptions 
intended to ensure the application of the principle that “the well-being and 
development of the peoples of the ceded territories must be regarded as a 
sacred trust of civilization”, and they proceeded further to provide machinery, 
in the shape of the Permanent Mandates Commission, for bringing to notice 
any breach of their terms. 

If measures such as these can be quoted as providing some precedent, on 
however limited a scale, for the exercise of an international control over 
Colonies, it was not until a later date that the subject can be said to have 
aroused any general interest in this country. But some ten years after the 
Versailles Conference the Powers which had accepted Mandates for the 
ex-German Colonies found themselves in a grave dilemma. Germany’s 
ambitions for the recovery of her position as a world Power had taken the 
form of an intensive campaign for the return of her Colonies. Public feeling 
in Great Britain was strongly against yielding to this demand; on the other 
hand, the Government of the time did not, rightly or wrongly, feel in a 
position to give an outright refusal to it. Gestures such as the promise made 
at Locarno to consider Germany as a possible candidate for a colonial man- 
date, or the offer made at Geneva by Sir Samuel Hoare to contemplate 
international agreements guaranteeing free access to colonial raw materials, 
clearly went no way to meet the situation. There was a general search for 
other solutions, and it inevitably took a wider range than the immediate issue 
involved by the German demand. There were many who held that since the 
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possession of Colonies was liable to be a cause of friction, a solution might 
be found by bringing them all under some system of internationalization. 

There was often a lack of clear thinking on the concrete form which this 
should take, but it is possible to distinguish three schools of thought. The 
first was prepared to hand over all Colonies to administration by an inter- 
national body. This had the support of bodies such as the Peace Pledge 
Union, and it was also the view put forward at one time by Mr. Arthur 
Henderson on behalf of the Labour party. The second school took a less 
radical view. It saw the solution in placing all colonial administrations under 
the supervision of an international body, while still leaving the sovereignty 
with the Colonial Powers. While, however, the existing Mandatory system 
was usually taken as a precedent, most supporters of this scheme would have 
enlarged the powers of the supervising body, as for instance by allowing it 
to investigate conditions in the Colonies, or to give audience to petitioners. 
But the general scheme for the projection of the Mandatory system through- 
out the Colonies obtained a wide currency. It had the support of bodies 
such as the National Peace Council and the League of Nations Union, and 
of very many men prominent*in the political and literary world, including 
Mr. Lloyd George. It also became in time the official policy of the British 
Labour party. A third school of thought concerned itself mainly with certain 
supplementary expedients, such as the opening of the various colonial services 
to a fixed percentage of nationals other than those of the Colonial Power, 
or the creation of international corporations for colonial development. It 
is noteworthy that at this stage public opinion in America showed little or 
no interest in these aspects of colonial policy. 


IV 


In the preoccupations of the period immediately before the present war, the 
colonial problem naturally receded into the background, and since that 
time interest has been directed to it chiefly as one of the issues which may 
have to be faced in a post-war settlement. It has been obvious that the 
future of the Mandates ard of certain of the Italian and Japanese dependencies 
must in any case come up for discussion; but the interest in the general 
problem has received a new stimulus from tiie source already alluded to— 
the attitude of American opinion during the last three years in regard to the 
possession and control of Colonies. It may be added that this attitude has 
been echoed in some sections of Dominion opinion, though it has not been 
expressed in the same characteristic terms. 

In America, interest in the colonial question has passed through several 
phases. At the present day it no longer seems to have the same attraction 
for the journalist as it presented when it was brought to the forefront by 
the late Mr. Wendell Willkie in 1942, but it still forms the subject of frequent 
reference by personages of high standing in the Government and in politics. 
It receives much attention from bodies such as the Council of Foreign Rela- 
tions and the Institute of Pacific Relations, or important groups such as the 
Inter-University Committee on Post-War Problems. The closer study given 
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to the subject has brought a change in the atmosphere of over-simplification 
in which it was once approached. At an early stage the demand for the 
“instant liberation” of the Colonies gave place to one which urged that they 
should be guaranteed independence at a scheduled date, on the lines adopted 
in the Philippines. That in turn has yielded ground to schemes in which 
the general extension of the Mandatory system plays a prominent part. The 
historical prejudice against “colonialism” will doubtless continue to exert 
an influence on popular sentiment in America, which may be not the less 
embarrassing because it is illogical. But as regards more responsible opinion 
there are some facts which cannot be overlooked. Americans feel that the 
war has given them the right to claim a substantial interest in the future of 
some at least of our Colonies and of those of France and Holland. In the 
second place, they differ from us in their interpretation of trusteeship. We 
have regarded ourselves as answerable only to our own, conscience for the 
discharge of our duties as trustees. Americans do not accept the logic of a 
position in which a trustee is not held accountable to some third-party 
judgment, and our readiness to accept their doctrine of “accountability” 
has become for them a fundamental test of our attitude on the colonial 
question. Thirdly, the principle of the “open door” has appeared to them 
to be a necessary corollary of the Mandatory system. The extension of the 
open door to all Colonies would obviously offer material advantages to the 
commerce of the United States; but there are many who are more influenced 
by the conviction that it would prevent a Colonial Power from securing 


undue advantages for itself at the expense of other nations and the people 
of the Colonies. 


V 


BritIsH opinion has also undergone some changes. There is now little 
support for schemes which would transfer Colonies from their existing 
sovereignty to the control of an international body. It has not been left to 
Conservative circles to repudiate this policy; it has been formally rejected 
by the Labour party and the Liberal National party, and it is no Jonger 
supported by bodies, such as the Fabian Society, which at one time seemed 
to favour it. A variety of causes have contributed to this result, but perhaps 
the most weighty is the fact that native opinion in many of the Colonies has 
shown itself strongly opposed to their transfer to international control. 
There is evidence of a genuine feeling that an international body would not 
show the same respect for native institutions, or even the same sympathy 
with the political aspirations, of the native peoples, as they have learnt to 
expect from a British Government. 

There are, however, sections of British opinion which are impressed by 
the lack of any clear definition of the objectives of our colonial policy in 
a form calculated to carry conviction to the people of the Colonies or the 
outside world. They advocate the formulation of a Colonial Charter, and 
they would further provide that its application should be supervised by an 
international body of the type of the Mandates Commission. It is difficult 
to judge of the support which this view can command, though it seems clear 
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that the more conservative element in politics would be unwilling to endorse 
any proposal for the general extension of the Mandatory system. Moreover, 
the consideration given to the problem as a whole seems now to be coming 
under the influence of a new conception. It does not necessarily deny the 
existence of an international interest in the future of the Colonies, but in 
seeking the adjustment of colonial policies it would rely on a process of 
collaboration rather than on supervision by an international body. This 
development has no doubt been largely influenced by the experience gained 
of the many functional organizations designed to secure inter-State co- 
operation in different phases of our war activity. Some of these indeed, 
such as the Anglo-United States Caribbean Council and the Middle East 
Supply Council, are dealing with more permanent problems, and are likely 
to continue their activities after the war. But it is due also to a realization 
of some of the limitations of the Mandatory system. The main function of 
the Mandates Commission was to invoke the aid of publicity in order to 
check any breach of the terms of the Mandates, and in this respect it was 
more than once effective. But the Commission was not in a position either 
to initiate policies, or to move Colonial Powers to co-operate in adjusting 
them. 

It is to the growing desire to promote agencies for collaboration that we 
may trace the recent effort to approach the colonial question at a lower but 
perhaps more practical level by the institution of Regional Councils or 
Commissions. The basic conception is that of a consultative body dealing 
with a group of Colonies, and charged to discuss and as far as: possible 
co-ordinate the measures necessary to promote their social and political 
advance. The Council would be composed of representatives of the Colonial 
Powers concerned, but would also—and this is important—include repre- 
sentation of other Powers or independent States interested in the region. 

It is of interest to note that some years ago General Smuts suggested that 
the Powers interested in Central Africa should join in establishing a Board 
of Control for that region and that he contemplated the possibility of an 
American or other independent Chairman. A plan for a Regional Council 
for the Colonies in the Pacific zone was put forward by the British delegation 
to the Conference on Pacific Relations held in Canada during December 1942. 
It outlined the scheme in some detail, and proposed that the Council should 
issue a periodic review of the progress made in self-government and in the 
improvement of the standards of living of the Colonies; for this purpose 
it. would have a permanent staff of expert advisers. About the same time 
General Smuts, in an article published in the American journal Life, proposed 
the general adoption of a scheme of Regional Councils constituted on some- 
what similar lines. But the proposal was first brought within the field of 
practical politics when the British Colonial Secretary announced in June 1943 
that the Government contemplated the possibility of consultative Commis- 
sions for certain regions, “in order to provide a machinery by which their 
common problems could be discussed and solved by common efforts”. 
They would comprise. not only the States with colonial territories in the 
region, but also other States which have “a major strategic or economic 





30 THE INTERNATIONAL INTEREST IN COLONIES 


interest in it”. A scheme for a South Seas Regional Commission was 
subsequently accepted by Australia and New Zealand at the Canberra Con- 
ference of January 1944; it explicitly included the United States as a member 
of the Commission. 

The support given to these schemes by the British and Dominion Govern- 
ments is significant in two respects. They have insisted that there shall be 
no invasion of the sovereignty of the Colonial Powers, but by the admission 
of other non-Colonial Powers to the Commissions they have gone some way 
to recognize the principle of “accountability”, and if the British Government 
agrees (as the two Dominions have done) that these bodies shall issue periodic 
reviews of progress made, they will provide some of that element of publicity 
which gave the Mandates Commission its chief value. The schemes, how- 
ever, still exist only in embryo, and it is clear that many problems must be 
faced before they can take practical shape. In quarters which attach primary 
importance to the organization of world order on a “global” basis it has 
been urged that the Regional Councils must be subject to the control of a 
central body of an international character. Others hold that the Councils 
must have a certain range of executive functions, or at all events the enlarged 
powers at one time advocated for the Mandates Commission. There are also 
difficulties of detail. In some cases (as in Africa) they occur in finding a suit- 
able grouping of Colonies; in others (as again in Africa) in deciding the 
nature of the interest entitling a non-Colonial Power to membership of a 
Council. It would be unfortunate if difficulties of this nature were to 
obstruct the development of the scheme. It has some obvious limitations. 


But whatever ideals we may hold regarding the achievement of world order 
through international organizations, their success must depend on the growth 
of the spirit of collaboration, and the scheme for Regional Councils ap- 
proaches the problems of collaboration at the practical end. 
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THE CAMPAIGN IN THE WEST 


HE Allied advance through France and Belgium during the last few days 

of July and the month of August had a sweep and a speed which made it 
more than a mere reversal of the German drives of 1940. All told, it cost the 
enemy close on a million casualties including most of his best remaining 
armoured divisions. In numbers alone the Allied casualties were only a 
quarter of the enemy’s; and in equipment their losses were incomparably less 
than their captures. The campaign was marked on the enemy’s side by a 
series of strategic and tactical mistakes unworthy of the German General 
Staff—comparable to that loss of nerve which, in 1914, produced the order 
to the German armies to retreat, lost the Battle of the Marne and with it the 
first world war. It was easier for the enemy High Command to pull itself 
together in 1914 than in 1944, for the Battle of the Marne cost them scarcely 
any casualties whereas the 1944 Battle of France left them with scarcely any 
formation larger than a regiment locally intact. Nevertheless in 1944 they 
did what they had done in 1914, namely, pull themselves together enough to 
prolong the war though not to change its inevitable result. 

How did they do it? The first answer is that, amid all their bungling of 
the campaign, they had one bright idea. It was to throw garrisons into 
every useful port, and hold them until the port facilities could be skilfully 
demolished or even longer. This was successfully accomplished. It was, of 
course, expensive in casualties and it gambled on the resolution of the troops 
left to their fate. It was wastefully carried out. At the beginning of Novem- 
ber there were no fewer than 70,000 German troops squatting along the 
coast of the Bay of Biscay practically undisturbed except by the F.F.I., 
because it was not worth the while of the Allies to clear ports so far from 
the front. Nevertheless, the plan proved annoying to the Allies. It might 
well have proved fatal if it had not been foreseen and a remarkable artificial 
port created near Arromanches in Normandy. This highly creditable product 
of foresight, added to a few small serviceable ports, and to air transport, 
nourished the Allied armies in the North, while Marseilles, which had not 
been too badly damaged, fed the armies coming up from the South, But 
supply difficulties had taken the steam out of the Allied drive by the 
time it reached the Dutch frontier, the German frontier and the Vosges 
foothills. 

There was, however, a chance that the Germans were so badly shaken 
that even armies short of supplies could break through. The chance was 
nobly tested. Two airborne divisions were dropped to seize the crossings 
of the Dutch rivers and open the road into north-west Germany. The opera- 
tion, brilliantly conceived and gallantly executed, secured all the crossings 
except the last—thatfover the Lek at Arnhem. In spite of every effort the 
British Second Army could not fight its way through to Arnhem before 
two-thirds of the First Airborne Division dropped at that place had been 
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overwhelmed, and the remainder had to be withdrawn. The results of the 
operation as a whole were useful, but it is stupid to pretend that they were 
“oo per cent successful”. On the contrary, in the strategic sense, they were 
frankly 90 per cent a failure, not merely because they failed to secure the 
crossing of the last river but because they failed to overrun the enemy in a 
single rush and forced the Allied Command to halt and build up, There is 
nothing in this verdict disparaging to the troops or their leaders. The former 
expended themselves to the last ounce and the latter gambled very splendidly, 
as leaders ought to do. Exactly the same thing happened to the great | 
Russian armies in front of Warsaw in the first days of August. The 
Allies had out-run their supplies, and the enemy had been driven back 
on to his. 

Nevertheless in Holland the gamble might have come off but for appalling 
weather which greatly limited the use of Allied air power, bogged tanks, 
choked roads, and gave the old meaning to the title P.B.I. Probably in 
retrospect the historians will decide that the weather during this war was 
not wholly on Hitler’s side, and we must not forget the weather which made 
Dunkirk possible, nor that bitter winter of 1941-42 which gave the German 
armies in Russia a chill from which they never. quite recovered. But the 
contemporary chronicler will be forgiven for thinking that the weather of 
1944 has been most reprehensible. As a result of this clogging weather 
every other kind of brake on the Allied advance has been intensified. The 
course of events has been particularly hard on the Dutch, who saw the tide 
of liberation roll swiftly towards them, rose to meet it, and then saw it halt 
and ebb, leaving them exposed to German exasperation and the prospect 
that their country, wherever it was not deliberately flooded, would be a 
devastated battlefield. 

After the check at Arnhem, it became obvious that the Scheldt estuary 
must be cleared and the port of Antwerp, captured practically undamaged, 
brought into use. The First Canadian Army (which contains, by the way, a 
high proportion of United Kingdom troops) had the unenviable job of 
clearing the south bank of the Scheldt and Beveland. It took a month of 
extremely hard fighting to complete; and Antwerp was not in use until the 
third week of November. The importance of the port cannot be exaggerated. 
Its use should more than double the volume of supplies. Elsewhere the 
Second British Army struggled gamely towards the line of the Maas and 
the First American Army had the immense satisfaction of fighting on German 
soil, storming the city of Aachen. Further south the Third American Army 
battled its way to the outskirts of Metz, and the Seventh in conjunction with 
the First French Army wormed its way towards Alsace and the Belfort gap. 
All these stubborn operations fulfilled the essential strategic purpose of 
allowing the enemy no respite for reorganization, and they were supple- 
mented by bombing of western Germany in unprecedented strength as 
continuously as the weather allowed. In the military sense, apart from 
political possibilities, the situation in the West can be Summed up by saying 
that there is little to suggest final victory this year or to prevent final victory 
next year. 
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THE CAMPAIGN IN THE East 


MEANWHILE in the East the Russians went through exactly the same period 
of hold-up in the North and Centre during August and September. It is a 
pity that the military features of this period were not better known. They 
included a heavy local defeat east of Warsaw, which was never admitted; 
and therefore invited the question why the partisans who had risen in Warsaw 
were apparently left to their fate. In the purely military sense there was an 
adequate answer. Assuming that there was strong German resistance, as 
there was, it was no part of the Russian strategy to drive through central 
Poland until their flanks were safe. They therefore did not disturb their 
concentration in the Bukovina, which was used, as designed, for a terrific 
and fruitful offensive early in September. It knocked Rumania so far out of 
the war that she came back into it on the Russian side. It frightened Bulgaria 
into a similar somersault; forced the Germans to. run out of Greece; joined 
up with Marshal Tito’s partisans; shook Hungary to her foundations; 
opened the Carpathian passes into Ruthenia. Then Marshal Stalin turned 
to the North. The Finns at last gave in, and started to drive the Germans 
out of their country with the help of Russian troops. Another vast assault 
then started to clear the Baltic States, and finally raged into East Prussia 
through the Insterburg gap. At the moment of writing it seems certain that 
the central front is about to flare up again and that a new attack will enter East 
Prussia from the south towards Allenstein. Nevertheless the Russians have 
encountered on German soil the same ferocious resistance as the Americans 
at Aachen. East Prussia is even more easily defensible than the Rhineland— 
the Insterburg gap is only 45 miles wide between impassable swamps and 
lakes—and the fighting there up to late in November was indecisive. 


THE CAMPAIGN IN ITALY 


MEANWHILE the talented armies of General Alexander in Italy continued 
their push northwards in weather deserving the most sardonic comments 
ever made upon the British climate. Space forbids a proper-appreciation 
of the contribution which these armies have made to the defeat of Germany. 
It must be enough to point out that at the beginning of November there 
were probably as many German troops in Italy as on the whole of the West 
Wall. 


THE GENERAL PICTURE 


THE general picture therefore shows that everywhere the Germans are 
simultaneously exposed to the most severe strain. Their only hope is to 
prolong the war through another winter on the bare chance that the Allies 
will sicken of it. They hope also to sicken this country by renewing the 
long-distance bombardment on a substantial scale. But at last the tales which 
some optimists have fathered ever since 1939 are true. The Germans have 
lost nearly all their sources of natural oil, and nearly all their extraneous 
sources of other war materials. For the first time they are really rapidly 
consuming their reserves—large, no doubt, but far from inexhaustible, 
D 
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particularly when they are being forced to fight on all fronts. This form of 
military phthisis is not a sudden development. The patient has been slowly 
debilitated for years by the evolution of a deliberate strategic plan, whose 
elements it is timely to list. There is, in the first place, the blockade. This 
instrument of strategy has been perhaps unduly discredited, partly because 
at the beginning of the war the most ridiculous expectations from it were 
held and encouraged by those who ‘refused to recognize the measures to 
thwart it taken by the Germans for years before the war began. Again, its 
efficacy was abviously reduced when the Germans were masters of most of 
Europe and could put irresistible pressure on the few remaining neutrals. 
Nevertheless the work of the Navy and Coastal Command was not wasted. 
It made all transport by sea, so useful a supplement to road and rail transport, 
extremely risky and costly in shipping and cargoes. It intercepted the block- 
ade runners which occasionally tried to bring particularly valuable cargoes 
across the ocean routes. It broke the German counter-blockade. Therefore, 
though we tended to give an unduly high place to the blockade among the 
causes of Germany’s defeat in 1914-18, we should be careful not to give it an 
unduly low place among the causes which are defeating her now. 

Secondly, though in these notes the limitations of an air offensive have 
always been stressed, the effect of our strategic bombing, as developed during 
the past four years, has been immense. Its precise value is difficult to estimate. 
There are cases where claims, though made with the most scrupulous honesty 
and care, have proved to be ill founded. Indeed, speaking generally, the 
theory held in some quarters that the war could be won by bombing alone 
always assumed an unduly low morale and an unduly low level of ingenuity 
among the enemy. Germany is a large country, and no air force exists or 
could be created capable of bombing heavily and continuously enough to 
obliterate its war machine. The view that in the last resort it is still armies 
who must win wars remains wholly unshaken. Nevertheless the air offensive 
has undoubtedly made the land offensive possible. We know, for example, 
that it is possible to disrupt completely if temporarily by air bombardment 
communications over a wide area. This disruption of communications is 
rather a double-edged weapon. It has greatly complicated the Allied supply 
problem after the advance, and it has also very largely disrupted the normal 
life of the liberated countries. Nevertheless, though the people concerned 
will have increasing difficulty in remembering the fact, if there had been no 
such use of air power, the beginning of liberation would have been greatly 
delayed and its progress would have been much slower. 

One word of strategic caution must also be added. It is still too early to be 
sure that the virtual disappearance of the Luftwaffe is wholly involuntary. 
The enemy has probably enough air power left for a final battle. He is 
known to be re-equipping many squadrons with new types and to have 
concentrated exclusively on fighter aircraft. Though therefore we may be 
properly jubilant that the massive air attacks of the past few months have 
been carried out with a loss of under one per cent of the aircraft engaged, 
we may still see one fine day a determined and partially successful enemy 
attempt to inflict tremendous losses upon one or more of these attacks. It is 
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just the sort of thing which he would consider good propaganda; and he 
could still do it—once or twice. 

Nothing, however, has really contributed so much to the wasting of his 
strength as the fact that he has been forced to fight without respite on all 
fronts simultaneously. Battle is the real devourer of resources. The enemy, 
of course, has been heavily and continuously bled on the Russian front for 
three and a half years; but never until the last six months has the drain been 
greater than any conceivable scale of replacements. Until then the balance 
of strength was turning against him because the Allies were becoming 
relatively stronger rather than because he was becoming intrinsically weaker. 
Now his strength is declining absolutely as well as relatively. 

To sum up the position in the German war, it is only a question of time 
before the enemy becomes too weak to dam or even to delay everywhere 
the concentric Allied assault. In these circumstances the Allied High Com- 
mand seems able to choose between two alternatives. Either they can spend 
the winter more or less mopping up, i.e. conducting local operations on a 
scale sufficient to deny the enemy any real respite, and establishing them- 
selves on positions favourable for renewing the grand assault in the spring; 
or they can attempt to disregard the winter, and call upon their armies to 
renew the grand assault much sooner. There are plenty of arguments for 
both courses. 


THE WAR AGAINST JAPAN 
WHICHEVER is chosen, the moment for concentrating against Japan is not 


far off. Some idea of the vast war potential which the United States has 
created may be gathered from the fact that the provision of vast forces for 
the West has not prevented her devoting sufficient forces to the task of 
clearing the way for victory in the East. It is true, of course, that the 
American contribution to the war in the East has been predominantly on 
sea'and in the air. Until quite recently the land forces were more than half 
supplied by Australia and New Zealand in the Pacific; and more like three- 
quarters of the forces in Burma were British and Indian. The last-named 
have indeed had the dirty end of the stick. Fighting in country every bit as 
difficult as New Guinea and in a climate which enforced a period of absence 
through sickness of 99 men out of every hundred in the space of nine months, 
they have since last March defeated a formidable Japanese offensive, inflict- 
ing on the enemy a loss of 50,000 killed, and now that the monsoon is over 
the pace of their own counter-offensive is growing. The bombardment of 
the Nicobars by a powerful British naval squadron in the middle of October 
should be considered in conjunction with these operations. It is clear that the 
avengers of Prince of Wales and Repulse are in the Indian Ocean, and the 
possibility of large amphibious operations greatly enlarges the strategic 
horizon. 

It is to be hoped that the equipment for these operations corresponds to 
the lessons which may be deduced from American operations in the Pacific. 
They show that a very high proportion of any Fleet must consist of aircraft 
carriers. The naval battle, brought about by the American landings in Leyte 
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in the Philippines, was the first engagement in which ship-to-ship actions 
took place at all. The great victories of Midway and the Coral Sea were won 
wholly by aircraft operating against ships. The more normal character of the 
Leyte battle was due to the necessity imposed on the Japanese Fleet of trying 
to frustrate the invasion. General MacArthur, whose joy and pride it was to 
return to the Philippines after 2} years, directed his assault at a place which 
threatened the whole war economy of Japan and the supplies to the whole 
western group of Japanese armies. The enemy had to accept the naval 
challenge involved, and paid a colossal price in this, the first fleet action. . 

The Japanese Navy attempted to interfere with the Leyte landings with 
three powerful but widely separated squadrons. Both the disposition and 
the composition of these squadrons were faulty. Two of them, coming from 
the south and from the west, had no aircraft carriers with them at all, and the 
support of land-based aircraft upon which they were probably relying was 
frustrated. In consequence, the southern squadron was destroyed to the last 
ship in a fierce night action with the American Seventh Fleet and by subse- 
quent air attack, and the western squadron was completely routed with heavy 
losses. A third squadron, which had some aircraft carriers, lost them all to air 
attack and the guns of the American Third Fleet, and the rest of the squadron 
would undoubtedly have been annihilated if the American carriers had not 
been required to polish off the other two squadrons. Twenty-four Japanese 
warships, including two battleships, were definitely sunk, and 23 others either 
sunk or damaged. In everything except courage the American Navy proved 
vastly superior. 


THE WAR IN CHINA 


SincE the invasion of the Philippines brings the American forces so much 
closer to the mainland of China, an attempt must be made to sum up the 
character of the war which the Japanese have been waging for over seven 
years against Chiang Kai-shek. To those who think that one war must be like 
another, the war in China must seem a puzzling affair. As a matter of fact 
the Japanese have made no serious effort to conquer the whole country. 
They have had to be satisfied with the control of the ports and the inland 
waterways. This military modesty is not due to the military strength of any 
Chinese regular troops. There has been little fighting which would be 
recognized as serious in Europe. The enormous casualties suffered by the 
Chinese have been largely the result of organized terrorism and unbridled 
bestiality. The supply route by air transport over the Himalayas is a miracu- 
lous piece of organization, but it would be foolish to consider that it could 
nourish any large or sustained Chinese offensive. When the Japanese decide 
to advance, as they did recently against the American bombing bases, they 
nearly always succeed; though later they fall into trouble owing to clouds of 
Chinese guerrillas, and generally withdraw, except from the coast and the 
main waterways. These points are noted, not in disparagement of the 
Chinese, but to show that the best way to get the Japanese out of the country 
would be by indirect pressure of the kind which has forced the Germans to 
withdraw from the Balkans. A strategic review cannot concern itself with 
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internal politics in China, but it is compelled to assess China’s military 
position. There is evidence that the Chinese campaign against, or rather 
resistance to, the Japanese is being conducted by two un-coordinated groups 
of armies, the one that of Chungking and the other Communist. Allegations 
have even been made that these two groups are more engaged in watching 
each other than in fighting the common enemy. However that may be, the 
fact remains that the strategy of both is that of a maquis rather than of a 
liberating army. In the absence of knowledge of the scale of their supplies, 
it cannot be said whether this rdle is due to choice or to necessity. It is a fact 
in any case. But since the Japanese have to watch the Soviet frontier besides 
dealing with the Chinese forces, the limitations of the latter do not relieve 
the enemy from the necessity of keeping over a million men in China. On 
the other hand, it is clear that the death-blow to Japan must be administered 
from outside China. 


WHEN WILL IT END? 


Mr. CHuRCHILL has forecast the probable duration of hostilities both in 
Europe and Asia. He thinks the German war may well last until early next 
summer and the Japanese war for a further 18 months. It is curious that some 
people should consider this view pessimistic. They can only have continued 
to delude themselves about the true character of the German and Japanese 
régimes. From the military standpoint the forecast seems to err, if at all} on 
the side of optimism. It means that in the West, the enemy will have been 
swept out of occupied territory and driven back deeply into his own country 
in less than a year from the Normandy landings, and that in the East he will 
have been driven back double the distance in about two years. There is 
nothing slow about a military achievement of this kind. It has been carried 
through at one of those periods in military history when attack is not 
intrinsically superior to defence, as it became during 1918 when one side had 
tanks and the other had not; and against an enemy who has been concentrat- 
ing upon perfecting his defences ever since Stalingrad and upon regimenting 
his people ever since 1933. 





AIR TRANSPORT—A CANADIAN VIEW 


The article which follows was received too late for publication in the September number as part 
of the Canadian article, but it is printed here because of the importance of the views expressed 
and the wide interest felt in the subject throughout the Commonwealth. 

In the few months which have passed since this article was written there have been many 
developments to record. The British Government has published.a White Paper of its own and 
given its general support to the principles of the Canadian Draft Convention, It has also, 
at long last and under strong pressure, set up a Ministry of Civil Aviation and has appointed 
Lord Swinton as the first Minister. His task during the war will be to explore and to 
organize and only later can it become that of full administration and control. He heads the 
British Delegation at the international conference on civil aviation called by the United States 
Government for November 1 in Chicago, and representatives from the Dominions and India 
who have previously met for technical discussions in Montreal will also be present there. Lord 
Swinton’s appointment had not been made when the British White Paper was published and 
it is improbable that he can have had any part in determining its policy. 

The Chicago Conference does not meet under an unclouded sky. Russia has withdrawn at 
the last moment for the ostensible reason that three neutral countries which have no relations 
with the Soviet Government have been invited. What is perhaps of more importance is that, 
although the Delegations from the British Commonwealth are understood to be in agreement 
on the policy of an international authority to settle not only standards of airworthiness and 
such technical matters but also routes and who is to serve them as well as rates and frequencies, 
there is reason to believe that the United States, from conviction and not merely in their 
selfish interests, will insist on freedom for their own operators, and therefore for those of 
other nations, to fly under bilateral agreements with other Governments on any routes they 
choose as often as they choose and at whatever charge they think the traffic will bear. 

THE RounD TABLE goes to press while the Conference is still sitting. It hopes to deal 
with the subject at length in its next number and for the moment must confine itself to one 
observation. If the United States, as they are fully entitled to do, reject the notion of an inter- 
national authority with wide powers, it is inconceivable that Great Britain, at a time when 
its own Government is calling on it for a supreme effort of productive energy and commercial 
efficiency in order to increase its export trade by half, should shrink from any contest of 
enterprise and initiative in air transport, sustained as it is by an unbeaten record of skill and 
courage in the air and of technical and manufacturing achievement on the ground. Eprror. 


T may have comeas something ofa surprise to Canadians and non-Canadians 

alike to find that Canada was the first country to make publica clear and con- 
sidered set of proposals for the future development and regulation of inter- 
national civil aviation. Canadian Governments have not as a rule been 
prepared to take the lead in proposing plans for the settlement of world 
problems. Yet on March 17, 1944, before any other Government had 
announced its views except in the most general terms, Mr. C. D. Howe, the 
Minister responsible for civil aviation, outlined to the House of Commons 
the policies which the Government would put forward in international dis- 
cussions. At the same time he tabled a draft international convention which 
the Government had prepared and which it believed would provide the most 
satisfactory framework for the economic and harmonious development of 
international air transport. To critics of the Government it seemed presump- 
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tuous to offer the world a blue print for the future of commercial flying. To 
others it was a pleasing indication of the Government’s willingness to take 
the initiative in trying to make a contribution to a sane and workable solution 
of an exceedingly complex international problem. 

Mr. Howe made it clear that the Canadian Government’s draft convention 
was to be regarded as tentative and preliminary; it was to serve as a basis for 
further study at international conferences and was not presented to the world 
as a cut-and-dried plan which must be accepted or rejected as it stood. Never- 
theless it was clearly the result of a good deal of hard work and careful 
thinking and, in its effort to work out the detailed application of a set of prin- 
ciples, it represented a welcome refusal to take refuge in airy generalities. 
Before examining the Canadian proposals it may be worth while to suggest 
some of the reasons why the Canadian Government felt able to come forward 
in this way and submit a plan for the consideration of other nations. 


CANADA’S INTEREST IN THE AIR 


CANADIANS have taken a particular interest in aviation ever since the last war, 
when Canadian airmen made an enviable name for themselves. Then follow- 
ing the war the aeroplane was used with great effect in opening up the 
northern regions of the country. The achievements of the “bush” pilots in 
flying everything from mail to heavy mining machinery into remote northern 
areas, taking hours where weeks had previously been required by canoe or 
dog team, captured the imagination of the country. Later a coast-to-coast 
commercial airline (Trans-Canada Air Lines) was successfully established by 
the Government. Thus there has long existed in Canada a defitlite air- 
mindedness which has been heightened by pride in the exploits of the 
thousands of Canadians who man the R.C.A.F, and form about a quarter of 
the R.A.F. Aviation is something which Canadians understand and on which 
they expect their Government to have definite views. 

But over and above this general awareness of the importance of aviation 
there is a growing realization that Canada stands at a strategic cross-roads 
of the world’s future air lines. Maps drawn on Mercator’s projection are 
falling into disfavour and many a Canadian has realized for the first time, 
as he studied the Polar projection maps which are becoming increasingly 
popular, that Canada occupies a central position in the post-war air world. 
Although there is perhaps too great a tendency to let the imagination soar 
in a dream world and to indulge in visions of planes racing through Canadian 
skies every fifteen minutes bound for London, Moscow, Chungking, Vladi- 
vostok and other remote and romantic destinations, it is nevertheless a fact 
that the most important air routes connecting North America with Europe 
will pass over Canada. The main route will go by way of Goose Bay in 
Labrador or Gander in Newfoundland. Eventually it is quite possible that 
other routes may connect Europe with the central and western parts of 
North America by way of Hudson’s Bay and Baffin Island. Next in impor- 
tance to the routes to Europe will be the “North to the Orient” routes con- 
necting North America with Asia by way of the airways through the 
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Canadian North-west, whose development has received a great impetus 
during the war. 

Situated thus centrally on the air routes of the world and with a well- 
established tradition of air-mindedness, Canada has an obvious and direct 
concern with the future of aviation, and it was logical for the Canadian 
Government to recognize this concern by framing a policy of its own. In 
deciding to announce its policy it may have been influenced by the fact that 
in the field of international aviation Canada has no axes to grind nor special 
interests to protect, and can raise her voice without exposing herself to 
charges of special pleading. The United States, for example, possesses a 
thriving and ambitious air industry that is frankly out to capture as much of 
the world’s air business as, aided by its Government, it can manage. Again, 
the United Kingdom has a special interest in reserving for British air lines the 
traffic to and from the Colonial Empire. But Canada, with comparatively 
modest ambitions in the way of Canadian air services abroad, has no special 
claims to press. Like every peace-loving country she will benefit from the 
peaceful and orderly development of international air transport providing 
speedier and more effective communications among the nations. Whether or 
not it was influenced by these considerations, the Canadian Government at 
all events produced a plan. 


OBJECTIVES OF THE PLAN 


THE objectives of the plan are stated in the first article of the Canadian draft 
convention and they probably command fairly general support throughout 
the United Nations. They are: 


(2) To make the most effective contribution to the establishment and main- 
tenance of a permanent system of general security. 

(6) To meet the needs of the peoples of the world for efficient and economical 
air transport. 


(c) To ensure that so far as possible international air routes and services are 
divided fairly and equitably between the various member States. 


If there is any argument about these objectives it would relate to (¢), for 
honest differences of opinion may arise as to what constitutes a fair and 
equitable division of routes between nations, but on the whole no serious 
criticism has been levelled at these aims. It is the method of achieving them 
that takes us into an arena of vigorous controversy. . 

There are two ways of dealing with the problems of international air trans- 
port which can be eliminated from serious consideration as practical proposals 
because of the strength of the opposition to them. One is complete “freedom 
of the air”. This presumably means the right of any aircraft to fly anywhere 
in the world, picking up and landing passengers and cargo at will. The extent 
to which the United States surpasses all other countries, because of war-time 
conditions, in numbers of transport planes and ' zained personnel would give 
that country a tremendous advantage under any system of “freedom of the 
air”. Aircraft bearing the United States flag would be available in great 
numbers to blanket world air routes as soon as hostilities were over, and this 
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cannot be expected to appeal to other countries which have ambitions to 
operate their own services. After all, the manufacture of transport planes 
during the war was largely left to the United States by agreement with her 
allies, and the latter are justifiably unwilling to allow the United States to reap 
a competitive advantage out of a war-time division of responsibility. It seems 
certain therefore that complete “freedom of the air” is out of the question. 

At the other end of the spectrum there is a proposal that all international 
air routes should be operated by a world air authority. Under this plan the 
planes would be owned and operated and the crews employed by an inter- 
national body on which all interested nations were represented. No air lines 
bearing national flags would operate over international routes and some at 
least of the friction and rivalries of air diplomacy might thereby be avoided. 
This proposal, which is supported by the British Labour party and is included 
in the Australia-New Zealand Agreement, has much to commend it; but it 
must be recognized that it stands no chance of acceptance by the United 
States in any predictable future. The same is probably true of the Soviet 
Union, although next to nothing has emerged from that country to indicate 
its attitude towards international aviation. It seems unlikely that the Great 
Powers will be willing so to submerge their identities in a world-operating 
authority. 


REGULATION OR BARGAINING? 


Ir these two possibilities are eliminated we are left with a choice between 
some type of international regulation (as opposed to international operation) 
and a resumption of the pre-war system of bilateral bargaining, or a combina- 
tion of the two. The Canadian proposals come out firmly in favour of 
regulation by an international authority. In his statement to the House of 
Commons Mr. Howe pointed out the two chief weaknesses of the pre-war 
organization of international air transport. 


“Tn the first place (he said) it was a cause of serious rivalries and disputes between 
nations. In the second place and closely connected to the first weakness, lines were 
run at an uneconomic cost necessitating large national subsidies. Some countries 
refused to permit air lines to cross the air space above their territory, necessitating 
costly detours. Others refused landing rights as well as transit rights. The necessity 
for hard and persistent bilateral bargaining resulted, especially in Europe, in the 
establishment of so many competing national services that air transport became 
highly uneconomic and lines were heavily subsidized at the expense of national tax- 
payers.” 

Unless these weaknesses are avoided after the war the development of 
international aviation may easily be accompanied by the growth of sore spots 
which will spread infection to other phases of international relations. There 
is not space here to recount the struggles of air diplomacy in the inter-war 
period, but the record is there for those who are interested and it does not 
make inspiring reading. If we were to go back to the pre-war system of air 
diplomacy the world would be faced with a renewal of unhealthy international 
rivalry in air transport. Inevitably this would lead to wasteful competition 
and to over-subsidization by Governments. There would be failure to meet 
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genuine air transport needs on an economic basis; there would also be inter- 
national friction caused by the efforts which nations would make to build 
up their own air transport services and to hinder the development of those 
of other countries. 

The security aspect of air transport policy is also important and in fact 
appears as the first objective in the Canadian draft convention. It cannot be 
dodged by simply assuming that the United Nations will work out a success- 
ful world security organization and that therefore air transport can be treated 
as a purely commercial problem. This assumption can in fact prove danger- 
ous, since without an effective means of regulating international air transport 
it will be difficult to arrive at a satisfactory international settlement. No one 
is likely to deny that the problems are difficult or to assert that the solution 
will be easy. The Canadian proposals must be judged on the extent to which 
they can be expected to eliminate the weaknesses of the pre-war system and at 
the same time prove acceptable to other nations. 


LANDING AND TRANSIT PRIVILEGES 


As a contribution to the problem of international rivalries over landing and 
transit privileges the Canadian draft calls for the acceptance by all signatories 
(and this would presumably include all nations interested in air transport) 
of certain definite rights. These are: 


(1) The right of innocent passage. 

(2) The right to land for non-traffic purposes (e.g. refuelling, repair, emergency). 

(3) The right to discharge passengers, mails and freight embarked in the territory 
of the State or States whose nationality the aircraft possesses. 

(4) The right to take on passengers, mails and freight destined for the territory 
of the State or States whose nationality the aircraft possesses. 


This would give national air services the automatic right to cross the 
territory of other nations en route to their destinations without having to 
request the specific permission of each Government concerned. For example, 
under the pre-war system an airline wishing to operate from the United 
Kingdom to the United States would not only have to secure permission 
from the United States Government but would also have to make arrange- 
ments with the Governments of all countries en route, which in this case 
would probably include Ireland, Newfoundland and Canada, and if a northern 
route were selected, Denmark (for Greenland) and Iceland as well. On other 
international routes the number of intermediate countries is larger and the 
difficulties of negotiation might be far greater. Under the Canadian plan 
these rights of transit would be available without negotiation. Moreover, 
under the third and fourth rights quoted above, every nation operating an 
international air service would have a certain amount of traffic available 
without the necessity of bilateral bargaining, and this should increase the 
chances of reasonable economic operation. 


AN INTERNATIONAL AIR AUTHORITY 


AN international air transport convention which did no more than define 
transit and landing rights would do something to moderate the frictions 
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of air diplomacy as we have known it. Yet there still remains the other 
weakness—uneconomic operation, excessive subsidies and cut-throat com- 
petition, all paid for in the long run by the national taxpayer. The more 
solvent (or acquiescent) the taxpayer the greater the chances of survival of 
the national air line, with the prospect that the Great Powers would be able 
to drive lesser nations out of the field. To meet this problem the Canadian 
draft calls for the establishment of an international air transport authority 
with sufficient power to prevent the abuses mentioned. This would consist 
of an assembly, representing all member States, and a twelve-man executive 
committee, called a board of directors. In each region a regional council 
would be set up to deal with matters of regional concern. The most difficult 
problems confronting such an authority would be rates and frequencies. 
Subsidies are capable of an almost infinite number of disguises; to mention 
only a few there is the normal pre-war method of high mail payments, or 
using officers in the national air force as air crews, or providing aircraft to 
the air line at a nominal figure. Therefore it is questionable whether subsidy 
races could be held in check by an agreement to prohibit subsidies or to 
exchange information on subsidies. What seems more practicable is the fixing 
of rates by the international air transport authority or by a regional council 
. at a level which would enable the most efficient operator to pay his way 
without a subsidy. Alternatively, it might be left to the operators to agree 
on rates, subject to the approval of the international air transport authority. 
If agreement could be obtained on economic rates it would make it impossible 
for inefficient operators to engage in a rate-cutting war in order to attract 
traffic. Those inefficient operators might, it is true, obtain subsidies from 
their Governments in order to stay in business, but the floor under rates 
would prevent this from degenerating into a subsidy race. In the interests 
of encouraging competition and providing the public with the cheapest 
possible air travel, the international air transport authority would presum- 
ably keep the rates under constant ‘review and lower them whenever it 
was satisfied that this was justified by more efficient operation and reduced 
costs. 

There must also be some control of frequencies, that is, the total number 
of daily or weekly trips, if uneconomic competition is to be prevented. If, 
to take a hypothetical figure, 10 companies were each to run a 50-passenger 
plane between London and New York every day, and if there were on the 
average only 150 passengers a day wanting to travel by air, the air lines 
would be operating at only 30 per cent. of capacity. A rate which would 
cover economic operation by a fully loaded plane would obviously be un- 
economic for a plane that was two-thirds empty, so that control of rates and 
frequencies go hand in hand. The principle of healthy competition, which 
is undoubtedly desirable, could be maintained by allowing the number of 
frequencies allocated to any air line to depend on consumer preference. Thus 
the air line whose planes were filled close to capacity would be entitled to 
additional frequencies, while the line that could not fill its planes would have 
to give up one or more frequencies. In other words a premium would be 
placed, as it should be, on efficient operation, and air lines would develop 
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according to the preferences of passengers. If an international air transport 
authority were to function along these lines it would provide encourage- 
ment for healthy and economic competition, but would prevent the develop- 
ment of rate wars and subsidy races with all their attendant evils. Indeed it 
is difficult to see how else this could be done. 


RECEPTION OF THE CANADIAN PLAN 


Ir remains to be seen how far the Canadian proposals will win general 
acceptance. They are vigorously opposed by the commercial air lines in the 
United States, which are impatient of any type of control or regulation and 
regard all suggestions for international agreements on allocation of routes, 
fixing of rates or determination of frequencies as subtle plots intended to 
throttle the development of United States overseas aviation. We know from 
the statement made by Lord Beaverbrook in the House of Lords on May 10 
that the United States Government regards the Canadian plan as “too rigid”. 
On the other hand, the United Kingdom Government evidently found the 
Canadian draft sufficiently attractive to bring it forward as a basis for dis- 
cussion in their initial talks with United States representatives. Lord Beaver- 
brook told the House of Lords that, because of United States objections to 
its rigidity, the United Kingdom had been compelled reluctantly to withdraw 
the Canadian convention, and that discussions would continue on the basis 
of a paper produced by the Commonwealth Conference on Civil Aviation 
held in October 1943. Subsequent statements by Mr. Howe in the Canadian 
House of Commons revealed that this latter paper had in fact sketched out 
in broad form the general lines on which the Canadian draft had been built. 
Despite, therefore, the triumphant assertion of the Opposition press that 
the Canadian plan had been relegated to outer oblivion, it seems fair to 
assume that the last has not been heard of its underlying principles. 

As this article is written in June, there is no clear indication of what the 
next step will be. Preliminary talks have taken place between the United 
States and the United Kingdom. The United States are conducting similar 
conversations in Washington with the Soviet Union and China. It is possible 
that these will be followed by further sets of bilateral talks, for it is known 
for example that Canada has extended an invitation for the Soviet delegation, 
which is in Washington, to visit Ottawa. Sooner or later, perhaps by the 
end of 1944, there will be a United Nations Aviation Conference for which 
all these bilateral talks are intended to prepare the ground. The importance 
of such a conference to the harmonious development of international rela- 
tions is apparent. Not only will it attempt to lay out the lines on which civil 
aviation will progress, but it will demonstrate to the world how far the 
United Nations are prepared to co-operate in framing a durable structure of 
post-war relationships. It is a truism that a successful solution will call for 
concessions from both great and small nations. The Canadian Government 
has stated its belief that, “In the field of international aviation the geographical 
position of Canada is one that demands that Canada be given an important 
place among the nations of the world”. It has also announced that it “‘is 
determined that Canada, by its participation in the framing of the general 
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settlement of air transport, will make as great a contribution as possible to 
the successful solution of this problem”. Canadians, and perhaps others as 
well, will watch with interest the degree to which the Canadian Govern- 
ment’s proposals command the support of other Governments and are 
eventually reflected in whatever international agreements may be reached. 

Canada, 
July 1944. 





EDUCATION IN EMPIRE. III 
‘BRITISH RESPONSIBILITIES 


i the White Paper on Educational Reconstruction presented to Parliament 
in July 1943 Mr. Butler made an important suggestion. 


“A new direction”, he wrote, “in the teaching of history and geography and 
modern languages will be needed to arouse and quicken in the pupils a livelier 
interest in the meaning and responsibilities of citizenship of this country, the 
Empire and the world abroad. Education in the future must be a process of gradu- 
ally widening horizons, from the family to the local community, from the com- 
munity to the nation and from the nation to the world.” 


To this recommendation may be added opinions expressed in the Report 


of the Norwood Committee on Curriculum and Examinations in Secondary 
Schools. 


“The history of Britain must remain the core of the history syllabus, and to that 
core the history of other peoples must be organically related. . : . The history of 
Britain at home and overseas in the latter part of the nineteenth and in the twentieth 
century should receive adequate treatment. . . . In all divisions of the Sixth Form 
we would welcome the study of contemporary events, government, public affairs, 
a survey of the British Commonwealth, its achievements and its tasks, and the history 
of other nations and questions of international relations.” 


Some wise words, which follow later, deserve quotation. 


“We would not ourselves approach the preparation of a child for his life as a 
citizen in a democracy through direct instruction in the duties of the good citizen, 
and for two main reasons—first because we think that good citizenship finds its 
sanction in something at the same time more fundamental and more pervasive 
than classroom instruction, that the qualities which make a good citizen are taught 
by or caught from the quality of the general life of the school; secondly, because the 
instruction, which can be of value only if those qualities are presupposed, springs 
most naturally and effectively from the study of ordinary school subjects, particularly 
history, provided that those subjects are treated, when appropriate, in such a way 
as to be of relevance and significance to the present day.” 


Both these recommendations recognize that one of the aims of education 
is to equip boys and girls for their future responsibilities as citizens. The 
Committee sets before the schools a goal more attainable and more useful 
than Mr. Butler’s. When the horizon, which bounds the responsibilities of 
the citizen, is widened until it includes the whole world, he may be pardoned 
if he pleads that his duties have become so vast and so vague that they may 
reasonably be disregarded. Cosmopolitanism is not a new doctrine; it formed 
part of the teaching of the later Stoics, living as they did under an empire 
whose efficient bureaucrats steadily concentrated in their own hands the 
government of the provinces and left little for the active and public-spirited 
citizen to do. “The Stoic”, as a historian observes, “had no difficulty in 
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finding a good reason for abstaining from any participation in the life of his 
city.” “After Alexander’s conquests”, so Dr. Glover wrote, “the universe 
became the abode of the Greek; and it is a very splendid and noble heritage, 
a magnificent club, but no sort of a home. Halicarnassus and Athens are 
better places to start from, better places to carry in one’s heart.” For cosmo- 
politanism can never arouse more than a tepid emotion. It is for the family 
communities, Jerusalem, Athens, Florence, that men will gladly live and die. 

Bitter experience has shown us that nationalism may degenerate into sheer 
aggression and loyalty into a blind fanaticism. It is not, however, a legitimate 
inference that all love of country is to be deplored and that we should aim 
at substituting for it a vague philanthropy. The individual can contribute 
very little to the welfare of the world, but the contribution of a nation may 
be incalculable. Education in Empire should mean that no child should 
leave school without understanding something of what Britain and her 
Empire at their best have contributed to human happiness. He should 
realize that for nations as well as for individuals it is more blessed to give 
than to receive; that he can best do his duty as a citizen of the world if he 
endeavours for his part to ensure that Britain and the Empire shall be at 
their best. That duty he cannot perform without knowledge of the develop- 
ment and character of the nations of the Commonwealth who are our partners. 


THE QUESTION OF COMPULSION 


IN the debate in the House of Lords on the Education Bill Lord Bledisloe 
moved an amendment to Clause 8 requiring local education authorities to 
make provision in primary and secondary schools for instruction in the 
British Empire. The amendment met with much support: the necessity for 
teaching children that empire means responsibility was duly emphasized; 
and Lord Selborne in his reply said that he recognized the strength of the 
feeling in the House on the matter, and that he shared that feeling. He did 
not, however, accept the amendment, and for the reason that “there was 
very great difficulty in picking up individual subjects of education, however 
right and necessary they were, and putting them into a Bill”. 

On a wider issue than that at stake in this amendment we may welcome 
this indication of the policy of the Government. The proposed refusal to a 
doctor of liberty to practise where he chooses is only one example of the 
paradoxical result that a war avowedly fought in defence of liberty is being 
used to curtail our liberties. In war-time we accept direction as cheerfully as 
we may, but no one can view without disquiet the prospect of the continu- 
ance in time of peace of a life regulated by Orders in Council or by the 
decrees of Ministers. “On the horizon of efficiency”, wrote Mr. Bernard 
Henderson, “there is always brooding the black cloud of bureaucracy.” It 
would be an ill precedent to empower local education authorities to direct 
that instruction in Empire is to be given in schools. The freedom of the 
schools to teach what they choose is, as the Nazis knew, one of the chief 
safeguards against the moulding of the minds of a people in accordance with 
the doctrines of a party. The sacrifice of that freedom would be too heavy 
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a price to pay even for the inclusion in our regular school course of educa- 
tion in Empire. 


ENTHUSIASM OF THE TEACHER 


THERE is a further and not unimportant consideration. Our aim must be 
not merely to impart information, but to arouse a lasting interest. Most men 
have forgotten, sometimes with a sense of relief, much of what in their 
schooldays they were obliged laboriously to acquire. They have retained 
and amplified the knowledge which they were glad to get. In most pupils 
the eagerness to learn must be awakened; and it is unlikely that a teacher 
will kindle in other minds an interest which he does not feel himself. The 
story of the Empire should be told by those who want to tell it, not by those 
who are merely obeying the instructions of a local educational authority. 

What an enthusiast can achieve can be seen at Waitaki High School in 
New Zealand. The retirement in the course of this year of Mr. Milner 
brings to an end a long headmastership, during which he has won recogni- 
tion not only as an original and forcible schoolmaster but as a leader in the 
Dominion. It is his desire that no boy should leave Waitaki unawakened to 
the magnitude of the making of the Empire and of the burden of responsi- 
bility laid upon it. He has collected and hung on the walls of every room, 
passage and staircase in the school pictures of great men, great cities and 
great deeds. He has appealed to the ear as well as to the eye. Almost every 
day at the morning assembly he has spoken of the affairs of New Zealand, 
or the Empire, or the world. Boys in that remotest of the Dominions have 
a consciousness of their membership in a great society too often lacking in 
boys brought up nearer the centre of the Commonwealth. It is to men and 
women fired with something of Mr. Milner’s belief that we must look for 
the inclusion of Empire studies in the course of instruction in our schools. 
Such studies need not be confined to history; indeed the history of many of 
the territories still controlled by the Colonial Office would be meagre and 
dull, unless the emphasis were laid on biography. These areas offer wide 
scope to the geographer, especially to one who includes in his province 
economic development and possibilities. 

Schools are generally slow to make changes in their programme in obedi- 
ence to public demand. It is always easier to follow the well-worn groove; 
and nowadays the exceptional demands made upon the time and patience of 
headmasters by the shortage of food and labour and the insatiable appetite 
of government offices for the furnishing of “returns” make it very difficult 
even to consider any alteration of curriculum. But the public demand exists 
and in some schools it is being met. In one of the foremost girls’ schools, 
a school which enjoys a high reputation for sound scholarship, it is found 
possible to teach some Empire and American history in all classes before 
certificate stage, and for all the School Certificate forms to do some Empire 
history “now that the London School Certificate Board puts an Empire 
question into the papers”. The girls working for the Higher Certificate 
take Empire history from 1783 to 1914 as one of their subjects. A group 
of senior girls who are not engaged in preparation for any special examina- 





EDUCATION IN EMPIRE. III 49 
tion “spend ‘a year doing a full course in Empire history and making this 
the centre of all their education”. Such a programme would have delighted 
the heart of the late Professor Newton, who did so much to make Imperial 
studies a reality at the University of London. Formerly, he urged, we had at 
least for the abler boys an admirable education, the languages, literature, 
history and philosophy of Greece and Rome. Now the /iterae humaniores are 
for the fortunate few. The rest, unless they concentrate on mathematics or 
physics, have no solid core of instruction, but unrelated scraps—a little 
science, a modern language and the elements of Latin. The English language 
and literature, so he pleaded, and the history of the English people and its 
derivatives in the United States of America and in the Dominions would 
furnish ample material for a continuous course in “humanities”, not for the 
future scholar but for the ordinary citizen. Mr. Butler has outlined for us 
the provision of three types of secondary school. In what he calls his 
“modern schools”, the curriculum is still to be determined. In the words 
of the White Paper, “their future is their own to make, and it is a future full 
of promise. They offer a general education for life, closely related to the 
interests and environment of the pupils.” It is much to be desired that the 
boys and girls in these schools at least may have the “solid core” of instruc- 
tion in their own language and in the history of the diffusion of British ideals 
for which Professor Newton hoped. 


“THE RiGut Sort oF Book” 
AN interesting suggestion comes from one of our greatest boys’ schools. 


“Imperial history must be provided in its more advanced form for all kinds of 
specialists after the School Certificate. A large part of it will have to be Imperial 
geography. The constitutional development is more an undergraduate subject than 
one for schoolboys. We ought to approach the subject along the lines of (@) founda- 
tions, (b) communications, (¢) defence, (d) interdependence, (e) biographies, (/) 
colonial problems, But that is impossible until somebody has written the right 
sort of book.” 


It is not the case, of course, that there are no books. The librarian of the 
Royal Empire Society has judged some 1,400 volumes to be worthy of in- 
clusion in a bibliography of the best books on the British Empire. A shorter 
list of histories only, prepared by Dr. Morrell for the Historical Association, 
contains 300 names. But there is still room for a writer with a touch of 
genius, who would paint his canvas with sweeping strokes and give us living 
portraits of the greatest men. But more than a book we need the enthusi- 
astic and informed teacher. Best of all would be men and women with 
personal knowledge of some part of the Empire. Interchange of teachers on 
a small scale there has been: there should be much more. Most men would 
be better schoolmasters if after some years’ work in England they were 
seconded for temporary service overseas, and could describe from their own 
experience the civilization and the character of the younger nations. A 
comprehensive scheme should ensure a constant flow back to this country 
of men who had worked at Parramatta or Rondebosch and a corresponding 
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stream of men taking with them to the Dominions what they had learnt at 
Rugby or Clifton. 


UNIVERSITIES AND TRAINING COLLEGES 


THE responsibility in this country must still rest on the universities and 
training colleges. It is regrettable that the McNair Committee did not in its 
Report stress the importance of giving to the course of instruction in the 
training colleges a solid foundation in the history of the spread of British 
ideals in the lands beyond the sea. In such colleges the period of training is 
short. The competing interests are many. Where so much must of necessity 
be imperfectly treated, there is much to be said for one study thoroughly 
and continuously pursued. 

The University of Oxford is reluctant to make changes in the School of 
Modern History while so many of the younger historians are absent on war 
work. The claims of the Empire are, however, receiving consideration. 
The inclusion of colonial government and economics in the requirements 
for “Modern Greats” is under discussion. A new Committee of Colonial 
Studies under the chairmanship of the Vice-Chancellor was established in 
1943, though this is not concerned primarily with undergraduate teaching 


but with the supervision of advanced work for Colonial and Civil Service 
probationers. 


ACTIVITY IN THE DEPARTMENTS 


THERE is evidence of a good deal of activity directed to repair the past 
shortcomings of the schools. The Board of Education arranged during 
the summer seven teachers’ conferences on the Empire. The Foreign 
Office invited vice-consuls and other diplomatic officers to take an oppor- 
tunity offered at Oxford of discussing with experts problems of the 
Commonwealth. The Ministry of Information in its Home Division was 
responsible for over 500 lectures in January and over 600 in February, and 
in the North-Eastern Region held a series of 160 meetings on the 
Colonies. The National Association of Girls’ Clubs, thanks to assistance 
from the Rhodes Trustees, was able to appoint an Empire Lecturer, who 
in a six months’ tour extending from Plymouth to Newcastle-on-Tyne 
addressed club leaders as well as club members and special gatherings of 
Scouts, Guides, and Cadets of all organizations. The lecturer reported that, 
while ignorance about the British Empire was “abysmal” even among the 
club leaders, the younger generation, though often apathetic, was not 
antagonistic. From one of the audiences came the interesting suggestion 
that some of Mr. Butler’s Young People’s Colleges should be afloat and 
should visit parts of the Commonwealth and Colonies. Such a project is 
worth the consideration of the Minister for Education in the days after the 
war when shipping may be available at reasonable rates. 

There will probably always be a need for the spread of information about 
the Empire among our older people; but nothing that is being done or is 
likely to be done for them can absolve the schools from their duty of giving 
to their pupils the knowledge necessary for citizenship. 





LIBERATION AND AFTER 


INCE June men and women in the free and freed world have passed 

through an emotional experience of a depth probably unparalleled in an 
equal span of human history. The deliverance of Paris and Brussels, of 
Athens and Belgrade, has been brought about. The liberation of Belgium 
and Greece and of the larger part of France has been wrought; that of 
Holland, Norway and Yugoslavia is well in hand. In these exalted and 
longed-for days Allied soldiers have been greeted with cheers and tears, with 
flags and flowers, with an outpouring of thankful hearts and hidden stores of 
treasured things. There has been more than a touch of delirium about the 
whole moving restoration of withheld rights and outraged dignity. To those 
who had lain for four years and more under the foreign yoke liberation came 
as a dazzling dawn after a sepulchral night. That deliverance should have 
been succeeded by a certain disillusionment was in the circumstances inevi- 


table. Even with complete victory so near, this is bound to be a grim winter 
for Europe. 


FRANCE AND BELGIUM 


THE problem is common to all the countries from which the enemy has been 
driven; only the incidence is different. Involved in it are political reorienta- 
tion, economic reconstruction and psychological readjustment. The first 
fundamental need is food and work. A good deal of harm was done in the 
first days by the reports of some British and American war correspondents 
describing women’s fashions and the things one could buy in the shops of 
Paris and Brussels. The picture was distorted; the reality—as most of us 
were soon to realize—was quite otherwise. One thing has to be borne in 
mind in considering the situation. One-third of the German war effort was 
represented by the services supplied and the labour power and resources 
made available in the occupied countries. The enemy cleverly and ruthlessly 
integrated their economy with his own. With the eviction of the Germans 
from western, eastern and south-eastern Europe, a period of economic and 
administrative chaos was hardly to be averted, even if the Allied plans for 
dealing with the transition had been more advanced than in fact they were. 
The Germans kept occupied Europe on short commons from the start, and 
when the time came for them to clear out they systematically looted and 
wrecked with the plain purpose of making the recovery of their victims as 
difficult and painful as possible. Added to all this was the destruction of 
transport services by the Allied air fleets. All those who have since visited 
France and Belgium are agreed on the frightful efficiency of the bombing, 
reinforced as it everywhere was by the efforts of the fesistance movements. 
Broken bridges, crippled locomotives, overturned rolling-stock, torn-up 
tracks, sunken barges—such is the general picture. Without transport, com- 
munities go hungry and are cold, and factories are idle. 

The Allied Supreme Headquarters are to blame in part for some of the 
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disillusionment which the liberated peoples have suffered. It had been 
proclaimed so often that food supplies would follow behind the advancing 
armies that the highest expectations had been formed. One cannot escape 
the feeling that there has been something remiss. When the United Nations 
Relief and Rehabilitation Administration was set up, with a realistic pro- 
gramme and an elaborate organization, it was reasonably assumed that there 
would be little delay in getting succour to the peoples who needed it most. 
Unfortunately experience has not justified the expectations. In the first 
place the task of providing immediate relief falls to the Civil Affairs section 
of Allied Headquarters, and, without detracting from the devoted work 
which has been done, it cannot be said that this branch of General Eisen- 
hower’s great organization has either the authority or the adequacy for the 
job. In the second place it was ruled that UNRRA should go into action 
six months after an area ceased to be a zone of military operations. It is true 
that this period might be shortened, but in practice it seems to have been 
accepted as the deadline. In any case, UNRRA had not gone fully into action 
by November, although some members of its staff were by then assisting Civil 
Affairs officers in western and south-eastern Europe. 

Economic distress and difficulties have an important bearing on the pace 
and character of political and psychological readjustment. Both in France 
and in Belgium a tendency soon showed itself to regard the final winning of 
the war as a side issue, and General de Gaulle and M. Pierlot, the Belgian 
Prime Minister, found it necessary to remind their countrymen, “the war 
goes on”. Both had to meet a danger from a different source. The resistance 
movements were bitterly opposed to their own armed forces being merged 
in the regular armies. Their case was in many ways strong. During the 
occupation the resisters had borne the brunt of the battle in conditions of 
desperate hazard and often at heavy sacrifice. With liberation they looked 
forward to taking part in a purge of all those who had collaborated with the 
enemy. At the same time no organized State could contemplate the existence 
of partisan or political armed forces. In France in particular General de Gaulle 
was faced with the strongest opposition to his decision to end the almost 
independent existence of the forces of the maquis. He was clearly right, and 
he had substantial backing for the stand he took, but it was significant that the 
Communists complained bitterly of his “undemocratic” action. Turbulent 
times lie ahead for France, and political courage and constructive statesman- 
ship will be required of her rulers and of the leaders of the major Allies also. 


PoLAND 


WHEN the survey turns to eastern Europe the unsolved problem of Poland 
dominates attention. It is no emotional exaggeration to write that many 
English people are ptofoundly unhappy as they study the Polish scene and 
prospect. It is not forgotten, and ought not to be, that the Poles were the 
first to offer armed resistance to German aggression and that in spite of 
frightful sufferings and mounting difficulties they have never lowered their 
flag. Crucifixion, it has been said, is the fate of the Polish nation. There is 
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much in its present experience to justify the bitter saying. Unfortunately, 
in Poland’s case, liberation is bound up with a territorial issue on which 
Moscow will admit of no compromise. Those, however, who dismiss the 
Russian insistence on the Curzon Line and a friendly régime in Warsaw as 
a mere screen for annexationist or expansionist intentions are, surely, fatally 
wrong. Present Russian policy cannot be understood unless account is taken 
of the imperative requirement of security. When in 1941 and 1942 a vast 
area of the Soviet Union, including some of its richest provinces, was over- 
run by the German armies, both rulers and people received a shock, the 
effects of which have not been effaced to-day. Successive five-year plans 
were carried through, and sometimes driven through, with no other purpose 
than to render the Union invulnerable against invasion. The process meant 
in fact that gigantic effort and expenditure which otherwise would have been 
devoted to raising the standard of living of the mass of the people were 
diverted to perfecting the means of defence. This was a great social sacrifice. 
None the less, events were to show that even it was not enough. The realiza- 
tion has carried Russian thoughts far. 

That is the general consideration. The immediate and particular con- 
sideration is that Moscow will not contemplate any settlement with the Poles 
which does not provide for a fundamental territorial readjustment now. A 
good case can be argued for taking the Curzon Line as the future frontier. 
There is less to be said for the Russian claim to Lvov, about the mainly 
Polish character of which there is little dispute. It is said in Moscow that 
Ukrainian pressure is such that Marshal Stalin himself finds it impossible to 
resist the demand for Lvov. The explanation is neither conclusive nor con- 
vincing. Polish views have been noticeably modified in recent months, and 
there is at least a chance that, assured of Lvov, some Poles would accept 
the Curzon Line. The deadlock and dilemma remain, and meanwhile con- 
ditions in the liberated parts of Poland worsen. So far as can be judged, the 
Polish Committee of National Liberation which has been set up at Lublin 
in opposition to the Polish Government in London and which is recognized 
by Russia, does not command the substantial backing of the Poles. Its 
authority is challenged inside Poland, and its work of reconstruction is 
meeting with many difficulties. Its spokesmen have revolted outside senti- 
ment by the violence and vulgarity of their abuse of, for example, M. Miko- 
lajczyk, the Polish Prime Minister, a true patriot and a great peasant leader, 
and by their denunciation of other fighting compatriots as “terrorists”. Not 
even the legendary General “Bor”—later revealed to be General Komorowski 
—the stout-hearted defender of Warsaw, has been spared vilification. The 
Lublin movement is the successor to the fretful and fleeting Union of 
Polish Patriots, and the signs are that it will share something of the same fate 
—that is, it will sooner or later be superseded by a coalition of political 
forces drawing their strength from the main strata df the Polish State. It is 
true that the Lublin movement is rather more representative than the Union, 
but it is equally true that it has no title to speak for Poland as such. The 
Poles are not Communist and as long as they keep their powerful peasant 
class they are unlikely to become so—unless a creed they dislike is imposed 
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on them by force. Only the Red Army could do that, and it is wild to suppose 
that Marshal Stalin would agree to its use for that purpose in existing circum- 
stances. What he is looking for in Poland to-day is a régime commanding 
mass—or national—support. Happily his personal relations with M. Mikolaj- 
czyk are excellent. They disagreed politically at the latest Moscow Con- 
ference, but they separated as friends. It is no secret that Marshal Stalin 
would have preferred that M. Mikolajczyk should stay in Moscow and pro- 
ceed to Warsaw on its liberation, there to form a Government on the widest 
basis, incorporating naturally representatives of the Lublin movement. That 
may even yet come about. 


YUGOSLAVIA 


PAINFUL though the Polish prospect is in many of its aspects, it has to be 
seen in relation to the far-reaching changes which are taking place through- 
out Europe. Yugoslavia is not a comparable case, but it is characteristic. 
There developments have not been complicated and feelings soured by an 
imposed transfer of territory, but a form of unity has been achieved only 
after the sharpest cleavages between the liberation movement inside the 
country and what Mr. Churchill still delights to call the Royal Yugoslav 
Government outside. A commanding figure is Marshal Tito, although how 
the title came to be bestowed is far from clear. The Marshal’s career may be 
briefly set out. He was born near Zagreb and ran away from his village home 
as a youth to seek work elsewhere. Political activity attracted him early. In 
the war of 1914-18 he fought in the Austrian Army first on the Italian and 
then on the Russian front. He got himself made a prisoner in Russia, but 
was suspected of harbouring “dangerous thoughts”’, and it was not until the 
Bolshevists assumed power that he received the chance to fight. He served 
in the Red Army for two years, and his experience in the new Russia is said 
to have marked the formative period of his life. He married a Russian girl, 
and their son was made a Hero of the Soviet Union for bravery in the battle 
of Moscow, in which he lost an arm. The Spanish civil war found Tito 
organizing recruitment for the International Brigade. In the present war the 
outside world heard little of him until the German assault on Russia in 1941. 
Without accepting the view of some of his supporters that his is the master 
mind of the Balkans, it can be said that Tito has shown daring and resource- 
fulness in fighting the enemy and unusual breadth of vision for a Balkan 
politician. His is an interesting personality, but it has yet to be shown that’ 
he is the saviour of the Balkans that some of his sponsors represent him to 
be. His leanings are naturally towards Russia. At the same time he is 
sufficiently adroit to realize that even in his own country it will be difficult 
to obtain a majority of the nation favouring the imposition of some sort of 
Soviet régime. His good will—and also his good sense—have been manifested 
in the agreement into which he has entered with M. Subasitch, the Yugoslav 
Prime Minister, for the formation of a new Government on a broader basis 
than any which the country has hitherto enjoyed. The trend is towards the 
Left, and that is not to be wondered at. Yugoslavia is clearly resolved to 
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follow up her liberation with important changes in the social and economic 
structure. 


GREECE 


FARTHER south, Greece presents a more confused picture. It seemed at one 
time that internecine fighting was more to the taste of the patriots than 
campaigning against the enemy. In Greece, as in Yugoslavia, minds were 
distracted: and allegiances sapped by the controversy over the question 
whether the régime should continue to be monarchical or should become 
republican. Only after long British persuasion was it agreed that the con- 
stitutional issue should lie in abeyance, on the understanding that after 
victory the people as a whole should be consulted on the return or otherwise 
of the King. In the case of the King of the Hellenes the popular grievance 
was that he tolerated, and even supported, for far too long the dictatorial 
rule of the late General Metaxas. In M. Papandreou, the Prime Minister, the 
Greeks have at last found a statesman both courageous and constructive. 
He is faced with the hard task of strengthening such national unity as has 
now been achieved; for without it Greece, which has suffered so terribly from 
German and Bulgarian extortions and destruction, cannot hope to make good 
her lost years and lives. 


SucH a rough-and-ready survey can do no more than indicate some of the 
tendencies in Europe to-day and underline the immensity of the task of 
resettlement and recovery. Any prolonged economic stagnation is certain to 
produce social strains and possibly disorders too. In any case the Allies do 
not want agitated or distracted communities behind the fighting fronts. That 
is precisely what the German leaders seek as they make their plans for a last 
desperate attempt to ward off utter defeat. In a remarkable speech to 
German generals which was made a little over a year ago and the text of 
which has only recently been revealed, Himmler gave a plain intimation of 
the course to be adopted. He had been pointing out the difficulties of the 
German task vis-a-vis Great Britain “because Britain has no national minority 
which we could employ in the fight against her”, and he then went on to say, 


“Now for the first time the possibility offers itself in Italy for us to administer to 
the British and the Americans within our reach in their hinterland the same un- 
pleasant pinpricks in the form of partisan attacks, etc., with which they are plaguing 
us in the whole world. They may be sure that we shall make every use of this 
opportunity.” 


The situation has changed radically since the words were spoken and the 
purpose behind the policy is more urgent than ever from the German point 
of view. There is a warning in all this. No liberties must be taken with, and 
no delay tolerated in, the economic and political resettlement of Europe, 
That way danger lies for the Allies—and hope for the enemy. 





THE AMERICAN OUTLOOK “ 


NCE more the readers of THE Rounp TABLE have the advantage over 

this correspondent: they know who is to be the next American Presi- 
dent. Writing in October, without that knowledge, is a considerable disad- 
vantage. However, it has its merits, for one is forced to examine fundamental 
rather than surface or merely political data. 


THE ELECTION CAMPAIGN 


THERE is not much point in summarizing the presidential campaign to date. 
And prophecies are distinctly out of order. But one important thing must 
be said: the campaign is being sustained without harming our war effort or 
our national unity. It may even be strengthening us by getting issues into 
the open, and setting forth the things on. which both candidates agree. 
Among these things are united approval of the conduct of the war by the 
Joint Chiefs of Staff, and a promise by Mr. Dewey to continue on these lines. 
He deviated only once from this effective position by indicating sympathy 
with General MacArthur’s claim—now somewhat outdated—that he had 
been politically deprived of supplies and forces. This argument at once 
reacted against Mr. Dewey. ; 

On the Congressional side, which President is elected will probably turn 
the tide in majorities. In the Senate, since only one-third of the membership 
stands for re-election this year, and since several of them are from the solidly 
Democratic South, it is impossible to attain a Republican majority. However, 
there might well be a conservative or anti-Roosevelt majority. If Mr. Dewey 
is elected, he will certainly have a Republican majority in the House of 
Representatives. And if President Roosevelt is re-elected by only a slight 
margin, he may be saddled with a Republican lower House or at least an 
anti-Roosevelt House. That possibility bodes no good for harmonious and 
effective government in the next four years, but would force many com- 
promises and create many deadlocks. 

Indeed, the next four years may see considerable flux in American political 
parties. If the President returns, the old Democratic party may crack under 
its wide internal divergencies. And the Republican party, now a coalition 
of discontent, could also lose much of its potential mass if Mr. Dewey were 
elected and presented a program calling for strict division on the basis of 
principles. But the American political parties, like the British Constitution, 
hang together in a marvellous way without any rational explanation. They 
may well outlive most of their critics. 


FoREIGN PoLicy 
As the campaign has progressed, we have been reinforced in the opinion that 
whichever candidate is elected, the results in terms of foreign policy need 
not be fundamentally different. There is a great difference between President 
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Roosevelt and Governor Dewey in all possible personal characteristics. 
Their methods of carrying out policies would be extremely different. But 
the broad direction of our foreign policies is quite similar in the two men, 
and in any case, either one of them would be conditioned by the same under- 
lying public opinion. As responsible leaders, they could of course have an 
influence on public opinion. But they could not change black to white, and 
the American people will be the real arbiters of their share in the peace. 

What sort of world organization the American people will be prepared to 
support is exceedingly difficult to say. They are already at the point of going 
as far as the old League of Nations. Such an advance is, of course, tremen- 
dous. But it is not far enough, and just how much farther the people will go, 
or the President will recommend, is the puzzle. We can, of course, rule out 
the more extreme solutions such as federal union. These ideas have been 
enormously helpful in educating the people in the elements of the problem, 
and in bringing them along the road to some other more modest solution. 
They have served the purpose of an asking price. And they may facilitate 
various regional settlements. But no prospective American Administration, 
whether Republican or Democrat, is visibly prepared to support any such 
plan as federal union, nor are the people within visible distance of under- 
standing and endorsing these proposals. 

What they are prepared to do is to consider some sort of machinery by 
which the power of the United States could be placed behind peace enforce- 
ment in an emergency without enforced prior reference to Congress. The 
American people realize that world organization is impossibly ineffective if 
every Power, and especially every big Power, is given an absolute veto over 
its decisions. Therefore they will consider some machinery for removing the 
obstruction of a dissenter, for abolishing a /iberum veto. But it is doubtful 
if they would carry this willingness to the point of taking positive action at 
the decision of others and against their own will. It appears that the most 
they would do, in the event of a decision with which their representatives 
could not agree, would be to bind themselves not to stand in the way. 

These are, of course, very broad generalities. They are broad because the 
American public does not clearly understand what was discussed at Dum- 
barton Oaks (or did not in early October) and is not likely to have the issues 
exactly set before it until after the election. Happily, Governor Dewey’s 
representative, John Foster Dulles, as well as key members of both parties 
in Congress, have been privy to the State Department’s planning and are in 
general agreement. Therefore, in the event of a Dewey victory, we need 
expect no sudden reversals, but adequate co-operation during the inter- 
‘regnum before the next President takes office in January. 

What happens after that will depend on several factors: the kind of 
leadership we have; the way economic affairs within the United States are 
evolving; and events in the rest of the world. These criteria are obvious. 
On the first point, as already intimated; we can expect an able technical 
approach to foreign policy in any event, for if Governor Dewey wins, 
Mr. Dulles will probably be Secretary of State, and he is a seasoned techni- 
cian. One of his uncles was Robert Lansing, Woodrow Wilson’s Secretary 
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of State, and his grandfather, John W. Foster, was Benjamin Harrison’s 
Secretary of State. Mr. Dulles himself was a young secretary at the Second 
Hague Peace Conference; at Versailles he worked with Bernard Baruch, 
John Maynard Keynes, Lloyd George and Louis Loucheur, and he had a 
big hand behind the scenes in the Dawes plan. 


ECONOMIC PROBLEMS 


As to the second and third criteria, both are interrelated and they are indeter- 
minate. Like most of the rest of the world, the United States faces a stagger- 
ing post-war economic problem. Our economic system has been geared up 
to a tempo of production so great that in order to avoid widespread and 
insupportable unemployment it is, estimated that we will need an annual 
national income of at Jeast $140,000,000,000—50 per cent or more over the 
pre-war averages. Such a national income requires industrial and agricul- 
tural production on almost war-time levels. There will be an economic 
hunger and capacity to consume this degree of production, if it can be paid 
for, and if the system can be put into balance. 

It is to this problem that most of our economists and many of our thought- 
ful business men are now devoting intensive study. For it is generally 
agreed that if we cannot maintain adequate employment—which is defined 
to mean that 2,000,000 unemployed “‘employables” is about all the country 
could stand—then we can anticipate potentially grave social and possibly 
political disorders. 

On the other hand, the post-war revenue needs of the Federal Government 
are bound to be high. One reasonable estimate is that after the immediate 
reconversion adjustment is over, it will take from $14,000,000,000 to 
$16,000,000,000 to meet running -expenses, service the national debt and 
begin reducing it. Expenses for social security and the resettlement of 
demobilized veterans are expected to be high. 

To get an annual tax revenue of $16,000,000,000 would require either 
rates at present war-time levels, with their probable depressing effect on 
business activity, or else a lower rate on a very large national income. One 
study group, the Committee for Economic Development, which includes 
some of our best business men and economists, proposes policies which 
sound almost too good to be true: income tax on levels below what is now 
applied, with greater exemptions, and with the corporation income tax 
virtually repealed, but capable of producing the needed revenues because the 
lower rates would be on an estimated national income of $140,000,000,000. 
The Committee thinks such a level would be possible partly because lower 
taxes would stimulate business, and partly because at least half of the national 
income would be in such small amounts as to be substantially tax free—hence 
fully available as purchasing power. This plan, despite its impressive 
sponsorship, sounds a lot like eating your cake and having it too. 

In any event, the handling of our post-war economic problems will have 
a profound effect on all our policies. If we have large scale unemployment, 
there is no estimating what kind of foreign policy or even precisely what 
kind of government we will have. This is no prophecy of doom, but a simple 
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reference to the uncertainties of the situation. We cannot estimate the 
potential morale or viewpoint of our demobilized veterans. Nor can we 
analyse the future of American political parties. Both parties show some 
signs of potential disintegration, since each is a coalition containing incom- 
patible elements held together only by tradition and convenience, both of 
which have become brittle. And, above all, one cannot estimate the winds 
and contagions that may sweep the post-war world. As things look, it 
behoves the United States to seek economic stability and jobs enough to keep 
our industrial society in trim. 

Of course, having said all this, one must add that economic prophecies 
are mostly honored in the breach, and economic impossibilities have steadily 
become the séatus quo in our times. Moreover, the fundamental stability and 
common sense of the American people should not be obscured by their 
vivacity and hyperbole. Generally speaking, Rousseau’s general will works 
out pretty well in the United States, and usually has done so in the past. Our 
war veterans, to judge by individual samples, are sensible and under no illu- 
sions, and prepared to take their chances with the slings and arrows. 

Moreover, we have stored up enough savings and accumulated consumer 
demand adequate to keep our economic pump primed for a considerable 
time. It will be after this reservoir is exhausted that the real test will come. 
By that time, many women war workers will have returned to private life, 
some other workers will have slipped out of lush jobs back into the economic 
fringes where they always were before, and numerous marginal industries 
will have given up the ghost. We may have some time for readjustment and 
a degree of deflation, and we may be able to put it to use. There is a chance. 

Of course, economic conditions within the United States will be affected 
profoundly by the rest of the world, and vice versa. If the economies of 
western Europe become viable again, if Russia continues to be a strong 
development influence and market, if order is restored effectively in the 
colonial world, then our problems will be vastly easier. It is desperately 
important that the good period in American readjustment should last long 
enough to overlap a returning good period abroad. 

There do not appear now to be serious signs of protectionism in the United 
States, and both parties are pledged to versions of the Hull trade program, 
but this enlightenment could be blacked out with great speed if hard times 
struck and we blamed our woes on the rest of the world. Resurgent isola- 
tionism would indeed be possible in such a period. 


RACIAL QUESTION 
THE worst possible fruitage of economic collapse in the United States, a 
concomitant of social and political unrest, would be racial trouble. The 
infection spread by the Nazis and to some degree by the Japanese has not yet 
been blown away by the winds of straight thinking. The American Negro 
problem is downright serious. Feeling the revolutionary stirrings of the 
whole world, and responding inevitably to their own progress and educa- 
tion, American Negroes are demanding greater opportunities economically 
and some measure of social equality. The patient gradualists among them are 
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losing leadership to those who think patience has not brought results and 
must be replaced by a more urgent, if not militant, attitude. 

Yet militancy breeds resistance among many groups of whites. And the 
basic frontier of trouble between whites and blacks, which is mass contact, 
is no longer confined to the South.’ Migration of Negroes northward has 
produced mass contact in many industrial cities which formerly had no race 
problem. Since many Southern whites, already imbued with vigorous racial 
views, have also migrated northward and westward, the problem has become 
virtually nationwide. 

It is hard to see a solution to this problem. Barriers to complete or even 
adequate social relationships are very deep and high. Are we seeking to 
maintain reasonable racial purity, and keep most of the Negro blood out of 
the white people of America? If so, the encouragement of social equality 
and contact is no way to attain that result, with mankind at its present level 
of discipline. Of course, the intermingling of the two races has been going 
on to some degree ever since the first Negroes were brought here, but it has 
been largely illicit and has resulted in the steady lightening of Negroes rather 
than a darkening of whites, if such a distinction can be made. That is to say, 
only a few Negroes “pass” each year from the Negro group to the white, 
and it would be a very long time indeed before the two races are completely 
interbred. We must work out a modus vivendi for interracial relations long 
before that day comes. 

Unquestionably a large majority of American whites want to delay the 
pace of interbreeding. Probably, too, a considerable number of Negroes— 
maybe a majority—would like to retain their distinctive racial heritage. If 
that is true, then barriers to social relationships are justifiable from both sides. 
Some will claim that social “equality” need not stimulate interbreeding, but 
the writer believes this is a vain and historically disproved hope. 

In many parts of the nation, both north and south, programs are being 
developed or applied to ease interracial relations. These show a measure | 
of success. They are, no doubt, our chief constructive hope. Although the 
records are far from complete, there are known to have been more than 125 
race relations groups formed in various parts of the country during the year 
after the Detroit race riots of June 1943, and the list is steadily expanding. 
Each month, the Social Science Institute of Fisk University records the 
detailed activities of a score or more of these councils and committees in its 
thorough-going, scholarly review of the month’s events in this field, spon- 
sored by the Rosenwald Fund. These accounts show a surprising range of 
practical and constructive accomplishments, chipping away at the more 
irritating forms of community, discrimination, and taking preventive action 
against those accumulations of discontent which make for riots if allowed to 
grow unchecked. Programs usually include such points as the training of 
local police in the special technique of handling racial incidents, steps to reduce 
job discrimination, both adult and child education on the dangers and un- 
democratic character of race friction, and above all, machinery is set up for 
periodic and emergency consultation between private and public leaders in 
the community to deal with incidents and issues as they arise. These groups 
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range all the way from local community relations committees to a number 
of state and national groups. The latest, the American Council on Race 
Relations, grew out of a conference in Chicago in April of a number of lead- 
ing individuals and. organizations in this field. It promises to be the first 
national clearing house for the exchange of information and program plan- 
ning. On the whole, this isa boom period for constructive activity with public 
officials keeping a weather eye on the Negro vote and the war making the 
community unusually approachable to needed reforms. 

While we must press forward with these programs, there remains the very 
grim threat of unbearable strain during forthcoming periods of depression 
and job competition. The war psychosis of some of our returning veterans 
and displaced war workers may be matched by the world-stirred desperate 
militancy of Negroes. In that event, the dangers to our social order would 
undoubtedly be grave. There would be a consequent threat to our economic 
welfare and to our world policy, particularly as affects Asia. 

Furthermore, hard times in the United States, if unsatisfied by a vigorous 
and stirring program of governmental action, would produce a wave of 
what is nowadays called “‘scapegoatism”. The racial effects of such hysteria 
might be anti-semitic, or xenophobic in general. We have some fishers in 
muddy waters waiting for their opportunity, even today. 

These speculations are set forth not with flesh-creeping intent, but to 
present calmly the trends in the United States which forward-looking 
citizens are seeking to forestall. They may have to be reckoned with, and 
the outside world cannot ignore them. But it is not to be assumed that they 
are inevitable. 


RELATIONS WITH EUROPE 


Tue third criterion which will profoundly influence American world policy 
in coming years is the trend of events in foreign countries themselves. This 
is almost too obvious to mention. Yet it is important. For example, the 
vigor of French leadership and people in the resistance movement during 
the final expulsion of the Nazis, and the many admirable signs of virility that 
were given, made a big impression on the American people, although we 
also realize that there are appalling problems ahead even in France and that 
the coming winter may be hard. 

Every degree of self-help that is practically manifested in Europe will 
strengthen American respect for and co-operation with these nations in 
rebirth. It may even be that we will unfairly penalize those nations which 
are in no position to do much for themselves. We are not likely to accept 
responsibility for our own mistakes toward some of them. France has got 
off to a good start. Italy, on the contrary, and for reasons in which we have 
some responsibility, is in difficulties. If things can be straightened out there, 
through Allied and Italian efforts, and the nation starts resolutely on the 
uphill path, American sympathy and aid are likely to be extensive. 

We are not being shocked too much by signs of leftist “revolution” in 
these countries. Vigor and virility will be our criteria, not ideology, unless 
new dictatorship threatens. And if we are convinced that these nations are 
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to a degree uniting, that it is a popular upsurge representing a good many 
forgotten men, then our sympathies will indeed be called forth. But we will 
have little use—the American people will have little use—for the restoration 
of monarchistic, clerical or reactionary sway, no matter if some theorists in 
the State Department lean in the rightward direction. Sooner or later the 
American people will awaken to the situation. And right along, rank and 
file opinion has supported the forces thrusting upward from beneath in 
Europe, and has criticized our State Department in so far as it seemed to be 
on the other side. 


FoREIGN TRADE 


UNFORTUNATELY, European self-help will sometimes run foul of American 
self-interest. The greatest point of potential conflict may well be the re-estab- 
lishment of British foreign trade. Every thinking American ought to realize 
that the restoration of this trade is an imperative step toward the rehabilita- 
tion of Britain. It will thus have its beneficial side for the United States, since 
Britain cannot pay for the purchases it would like to make in this country 
until it has adequate foreign balances. But Britain’s efforts to regain and hold 
many foreign markets will run into American competition: that is natural 
and inevitable. The problem is to cushion whatever shock may ensue, and 
prevent this commercial rivalry from turning into deep and festering mis- 
understanding. 

Already, it is frequently charged in the United States that Britain is using 
Lend-Lease for its own commercial interests. Frankly, an objective analyst 
might admit that on occasion such use of Lend-Lease might be more 
beneficial to Britain’s war effort than any available alternative. But American 
critics are not so objective as all that. And it may be that the charges are 
mostly bogus. They are pretty picturesque. One concerns a certain Near 
Eastern monarch who wanted new plumbing fitments. He applied to the 
American authorities, and they turned down the request on the ground 
that it was unjustifiable as a war priority. He then turned to British authori- 
ties, and received all that he had asked for and more, which had reached 
Britain from the United States via Lend-Lease. We tell this story not because 
we believe it, but to illustrate the anecdotes which are rapidly spreading 
through American business circles. Indubitably this sort of aspersion will 
abound after the ties of war-time alliance are weakened. 

Britain’s tariff policy, if any degree of protectionism or controlled trade 
results from post-war conditions, may be another source of friction. And if 
British economic policy continues to trend toward cartellization, as seems 
now to be the case, it is possible that American policy will continue in the 
other direction. Oddly enough, if Mr. Roosevelt is re-elected he will 
probably continue the anti-monopoly prosecutions of the Department of 
Justice which are intended to break up any international cartels in which 
United States industry is involved. If Mr. Dewey is elected, it is quite likely 
that a more tolerant attitude toward world business organization would 
prevail. Certainly his prospective Secretary of State, Mr. Dulles, has been 
in the employ of world monopoly organizations for many years. The latter’s 
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law firm, Sullivan and Cromwell, specializes largely in work for inter- 
national business, and he has defended such connections professionally for 
many years. 

America needs a lot of education in the mutual profitability of foreign 
trade. It needs to learn more fully just how vitally Britain depends on such 
trade, and how much more the United States will gain by triangular or 
multiangular trade with Britain than it will by competing for Britain’s tradi- 
tional overseas markets. It is not usually realized that Britain itself is one of 
our two best foreign customers, and that Canada is the other. 

But with the burgeoning might of American production as the war tapers 
off, there is bound to be a great export drive. Our industries, some of which 
never looked to exports before, will all seek to get in on the ground floor. 
This may be a good thing in that it ought to be the part of elementary 
common sense to ask how our customers can pay us if not in their own 
exports. The foreign-trade-conscious segments of American business have 
always been more enlightened to the facts of economic life than our great 
domestic producers—but, alas, not always very much more! 

However, we should realize that no miracles will happen in the post-war 
period, and that export prosperity, like peace, is indivisible. We are all in 
the same business together, and we will sink or swim together. 

Speaking of sinking, merchant marine rivalry is certain to be one of our 
biggest problems. We will have a lot of bottoms available at bargain prices. 
We will have plenty of ships to sell, if anybody wants them. But after this 
initial economy in purchase price is taken, it will probably cost just as much 
to operate American merchant ships as it ever did, if not more. And there- 
fore it will not be long before they will be unable to compete with other 
merchant fleets without a subsidy. And we are back in the same old un- 
economic cycle. National defense seems to require a merchant marine. And, 
in all conscience, if the American merchant marine—unsubsidized—were 
forced off the seas, we would probably soon start paying through the nose 
to foreign carriers. So we will have to grapple with this abrasive problem, 
along with the others. 

All in all, these problems are difficult, challenging, grave. But we are not 
approaching them in a haze of false optimism. We know they are there, and 
if we expose and analyze them in advance, the chances are greater that we 
will be able to solve them. 


The United States of America, 
October, 1944. 


Note. The final figures of the Presidential Election are not available as we go 
to press. On November 11 The Times gave the following results: President 
Roosevelt 24,270,000 votes, and Mr. Dewey 21,198,000 votes. Editor. 





POLITICS IN INDIA 


THE GANDHI-JINNAH CONVERSATIONS 


ITH the complete defeat of the Japanese attempt to invade India, 

political affairs have again dominated the Indian stage. This was 
entirely due to the activities of Mr. Gandhi who, after recuperating at the 
Bombay sea-side resort of Juhu, seemed to gain rapidly increasing strength 
in the bracing air of Panchgani adjoining the hill station of Mahableshwar 
near Poona. There Mr. Gandhi startled the Indian political world, first by 
making proposals for a settlement to the Viceroy, and second by adopting 
Mr. Rajagopalachari’s formula for a settlement with the Muslim League and 
requesting Mr. Jinnah, the President of the League, to open personal negotia- 
tions with him. His approach to the Viceroy was preceded by a series of 
press interviews, the most notable of which was a long statement given to 
Mr. Stuart Gelder, the representative of the News Chronicle of London, who 
stayed with him at Panchgani. Mr. Gandhi’s original idea was that Mr. 
Gelder should act as agent between him and the Viceroy, but the publication 
of the interview precipitated matters. 


CORRESPONDENCE WITH THE VICEROY 
Mr. GANDHI thereupon wrote to the Viceroy a personal letter beginning 


“Dear friend”, calling his attention to the News Chronicle interview and 
suggesting that it justified Lord Wavell in granting “at least one of my 
requests contained in my letter of June 19, 1944”. The Viceroy in reply 
asked Mr. Gandhi to submit “‘a definite and constructive policy”. Where- 
upon, on July 27, Mr. Gandhi made his proposals in another letter. 

“I am prepared”, he said, “to advise the Working Committee to declare that, in 
view of the changed conditions, the mass civil disobedience envisaged by the 
resolution of August 1942 cannot be offered, and that full co-operation in the war 
effort should be given by Congress if a declaration of immediate Indian indepen- 
dence is made and a national Government responsible to the Central Assembly is 
formed subject to the proviso that, during the pendency of the war, military 


operations should continue as at present, but without involving any financial 
burden on India.” 


Lord Wavell’s reply, dated August 15 and released for publication a month 
later, reminded Mr. Gandhi, first, that the British Government’s offer of 
unqualified freedom after the cessation of hostilities was made conditional 
on the framing of a Constitution agreed upon by the main elements of India’s 
national life and the negotiation of the necessary treaty arrangements with 
His Majesty’s Government; secondly, that it was impossible during the war 
to bring about a change in the Constitution, by which means alone a 
national Government such as Mr. Gandhi suggested could be made respon- 
sible to the Central Assembly. 


“Tt is clear in these circumstances”, the Viceroy’s letter continued, “that no 
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purpose would be served by a discussion on the basis which you suggest. If, 
however, the leaders of the Hindus, the Muslims and important minorities were 
willing to co-operate in a transitional Government established and working 
within the present Constitution, I believe good progress might be made. For such 
a transitional Government to succeed there must, before it is formed, be agreement 
in principle between Hindus, Muslims and all important elements as to the method 
by which the new Constitution should be framed.” 


While it was generally expected in official and moderate circles that Mr. 
Gandhi’s insistence on immediate “independence” at the centre minus the 
war operations would be an impossible demand—particularly since the 
energies of the whole Government were devoted to the war effort— 
nationalist newspapers took Lord Wavell severely to task for adding what 
they called new conditions to the Cripps offer. They based this charge on 
the emphasis which the Viceroy laid on agreement in principle “between 
Hindus, Muslims and all important elements”, alleging that, while the 
Cripps offer concerned the Hindus and Muslims, Lord Wavell had deliber- 
ately added other minorities to stiffen the task of reaching agreement. 

No official reply was given to these charges, but the special correspondent 
of the Times of India in Bombay was informed that the Viceroy had merely 
expressed the opinion that for a transitional Government “to succeed” 
there had to be agreement in principle between all important elements of 
Indian political life. He did not say that agreement was essential for its 
formation, but merely that failure to agree might lead to a breakdown. 
Echoes of this controversy had barely died down before the attention of the 


whole country was turned on the forthcoming Gandhi-Jinnah meeting. 


A MEETING PLACE 


Mr. JINNAH, in reply to Mr. Gandhi’s original letter suggesting personal 
talks, announced his willingness to receive him at his house, a fine modern 
building standing in its own grounds in Mount Pleasant Road, Malabar 
Hill, Bombay. Congress newspapers were annoyed at the pontifical nature 
of Mr. Jinnah’s answer, which, they opined, was not a good augury; further 
disappointment was caused by the postponement of the talks owing to 
Mr. Jinnah’s illness. But early in September when Mr. Gandhi journeyed 
to Bombay from his Ashram near Wardha in the Central Provinces—whither 
he had gone from Panchgani—the press and public of the whole country 
united in wishing success to the two leaders. Nevertheless Mr. Gandhi’s 
sudden conversion to Mr. Rajagopalachari’s formula, which recognized 
Pakistan, if the inhabitants of certain areas desired separation, on the basis 
of a territorial plebiscite, had created a good deal of. uneasiness among 
Hindus. The Hindu Mahasabha strongly condemned Mr. Gandhi’s attitude 
and the Free Press Journal in Bombay, which is nominally pro-Congress, 
contained some remarkably virulent attacks on Mr. Gandhi. The Sikhs 
also protested strongly. In his Ashram at Wardha Mr. Gandhi received 
numerous Hindu deputations, particularly from Bengal, who expressed 
alarm at their fate under the Rajagopalachari scheme. To allay their 
fears Mr. Gandhi assured them he would not agree to any scheme of 
F 
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partition in which their wishes would not be consulted by a plebiscite, The 
talks began on September 9 watched by a bevy of British and American war 
correspondents who found them more exciting than military operations. 
When negotiations did not break down in the first week hopes ran high, 
but public enthusiasm began to cool off when they were extended to a 
second and finally to a third week. By that time several war correspondents 
had departed. During the conversations both leaders exchanged voluminous 
correspondence extending to some 15,000 words, which was released to the 
press on September 27, the day on which Mr. Jinnah briefly announced the 
failure to reach an agreement after his final meeting with Mr. Gandhi. 
Mr. Jinnah’s statement that negotiations were merely adjourned sine die, 
not broken off, was scarcely justified by the trend of the correspondence. 
This showed that the two leaders never descended to negotiations at all; 
they wrote and talked, as Mr. Gandhi said in one of his letters, on parallel 
lines. Each stated his case at great length and with much emphasis, with 
the result that they remained poles apart. 


THE ““Two-NATION” THEORY 


THE central rock on which negotiations were wrecked was the “two-nation” 
theory which Mr. Jinnah insists is the fundamental principle of the Muslim 
League case. Mr. Jinnah took his stand firmly on the resolution passed by 
the All-India Muslim League at Lahore in 1940, which lays down that 
geographically contiguous areas in which the Muslims are numerically in 
a majority should be grouped so as to constitute independent States, 
autonomous and sovereign. ‘This he interpreted to mean that five Provinces 
—Sind, the Punjab, the North-West Frontier Province, Bengal and Assam— 
plus one administered district, namely Baluchistan, should be regarded as 
Pakistan, with certain frontier adjustments necessitated by the population 
figures. These areas were to constitute a completely independent State or 
States with no connexion, except by treaty arrangements, with the neigh- 
bouring Hindustan. Mr. Jinnah therefore contended that Mr. .Rajagopala- 
chari’s formula did not meet the Muslim case, and was indeed a “‘mutilation” 
of the Lahore resolution. Mr. Gandhi offered to drop the Rajagopalachari 
formula in order to meet Mr. Jinnah, but proposed that, if there must be 
partition, it should be division between two brothers. For that reason he 
declined to recognize India as two or more nations, insisting that they were 
one family consisting of many members. He also insisted that, before 
separation took place, the wishes of the inhabitants of the areas demarcated 
for a separation should be ascertained through the votes of the adult popula- 
tion or some equivalent method, and after separation there should be a treaty 
providing for foreign affairs, defence, internal communications, customs, 
commerce, “which must necessarily continue to be matters of common 
interest between the contracting parties”. 


Mk. JINNAH AND THE Musiim LEAGUE 
Mr. JINNAH uncompromisingly rejected these proposals, maintaining that 
they ran completely counter to the Muslim League’s Pakistan resolution. 
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During the negotiations several interesting side issues wete raised. On 
several occasions Mr. Jinnah, to whom the Muslim League gave sole author- 
ity to negotiate on its behalf, called in question Mr. Gandhi’s status; to which 
Mr. Gandhi replied that he was negotiating in his personal capacity, but 
would do his best to persuade the Congress to accept any agreed settlement. 
Another point which appeared was Mr. Jinnah’s strong objection to the 
“Quit India” resolution passed by the Congress in 1942. While Mr. Gandhi 
argued that the resolution was a matter between the Congress and the 
British Government, Mr. Jinnah maintained that the resolution was inimical 
to the ideals and demands of Muslim India. Running through the corre- 
spondence was the divergent method of approach by the two leaders. 
Mr. Gandhi’s anxiety clearly was to reach an agreement with Mr. Jinnah in 
order to confront the Viceroy with a united demand for immediate inde- 
pendence. Mr. Jinnah, on the other hand, insisted that Pakistan must come 
first and independence afterwards; he could not therefore join Mr. Gandhi 
in any demand for complete freedom until the Pakistan problem had been 
completely solved. 

There the deadlock for the present remains. Those in close touch with 
Mr. Gandhi say he feels that the reasonableness of his offer must appeal to 
the Muslims and therefore he will allow some time for the proposals to sink 
in. This seems a vain hope. Already many provincial Muslim League 
organizations have passed resolutions supporting Mr. Jinnah’s attitude, 
while Mr. Gandhi’s appeal to the Muslims has led to a sharp exchange with 
Mr. Jinnah, who resented Mr. Gandhi’s efforts “‘to divide the Muslims”. 
While Congressmen are disappointed at the failure to achieve agreement, 
the Hindu Mahasabha, the Sikhs and a large number of Hindus have openly 
expressed their relief at the breakdown of the negotiations, which they 
considered conceded far too much to the Muslims. The feeling of many 
Hindus was expressed by Sir Chimanlal Setalvad and Sir Vithal Chanda- 
varkar, two Bombay Liberals, who denounced the Rajagopalachari formula. 
It is generally conceded that Mr. Jinnah scored a point at the expense of the 
Hindus, since he got Mr. Gandhi to concede the theory of Pakistan while 
gaining widespread publicity for his two-nation concept. Oh the other hand, 
now that the negotiations have been suspended, many Congressmen are 
expressing disagreement with the Rajagopalachari formula. It is significant 
that at the Assembly of the United Provinces Congressmen a motion in 
favour of the Rajagopalachari formula was rejected, while another resolution 
insisting on an overriding central authority even if Pakistan were conceded 
was passed. Considerable speculation is going on as to what will happen now. 
It is known that one section of Congressmen, feeling that there can be no 
agreement on the Muslim League’s terms, is in favour of resuming con- 
stitutional legislative activity, but owing to the grip which Mr. Gandhi has 
got on the Hindu masses it is obvious that they cannot pursue this plan 
unless Mr. Gandhi agrees. Meanwhile Mr. Gandhi having returned to 
Wardha maintains silence, but his friends expect him to resume social or 
political activity in the near future. 





POLITICS IN INDIA 


THE MILITARY SCENE 


THE rapid deterioration of the Japanese position on the Manipur State 
front has continued. The enemy’s strong point in the Bishenpur area, the 
nearest they got to Imphal, was completely destroyed. East of Imphal the 
enemy remnants have retired in considerable confusion through the jungle 
to the Chindwin River. The Fourteenth Army pursued the stricken Jap 
forces along the main roads to Tamu and Tiddim. On the Tamu front our 
forces have crossed the Kabaw Valley and the mountain range beyond, 
finally reaching Sittaung on the Chindwin beyond what were the front line 
positions at the start of the Japanese offensive in March. Patrols which 
crossed the river reported that the enemy had fled into the jungle. On the 
Tiddim front our troops have reached and captured that village. The chief 
characteristic of the Japanese retreat was the evidence found by the Four- 
teenth Army of the havoc created by starvation and disease among the 
enemy troops. The path of their retreat was littered with enemy dead and 
dying ; shelters at Tamu, for example, were full of starving and diseased Japs. 

These ghastly conditions are due to the complete breakdown of Japanese 
transport arrangements owing to the monsoon. It is now clear that General 
Mutaguchi reckoned that, before the monsoon set in, he would be in posses- 
sion of bases like Imphaland Kohima which are connected by good roads 
with Japanese occupied Burma. The failure to achieve his aim, coupled with 
the vigorous offensive of the Fourteenth Army despite the monsoon rains, 
completely upset the enemy’s calculations. His tenuous transport arrange- 
ments were unable adequately to supply the large bodies of men fighting in 
the mountainous jungle far distant from their bases. The result was a 
tragedy for the Japs. Towards the end of August Admiral Lord Louis 
Mountbatten estimated the Japanese loss at 42,000 killed alone in operations. 
The casualties of the Fourteenth Army were about 50,000 including 10,000 
killed, but tropical diseases, mostly malaria and dysentery, accounted for 
nearly a quarter of a million other casualties. These figures give some idea 
of the hazards of jungle fighting and also of the total Japanese casualties 
from all causes. ‘The part of the Air Forces in the victory was expressed by 
General Giffard in a letter to Air Marshal Sir Richard Peirse in which he 
said “‘without the really magnificent assistance given by the Eastern Air 
Command the Army could never have won its victories”. Early in August 
the successful monsoon campaign was crowned by General Stilwell’s forces 
who captured Myitkyina after a siege lasting 78 days. This clears the way 
for the next move, which will be to attempt to link up with the Chinese 
forces pressing westwards across the Salween River only 50 miles distant, 
and to achieve the aim of opening the Burma Road. Early in* August 
Lord Wavell toured the Manipur State battle area, visiting Kohima and 
Imphal and speaking to the men of his old Division. A picturesque note 
was struck at Kohima, where His Excellency was received by Naga Chiefs 
in red ceremonial shawls and brightly coloured garments. Lord Wavell 
thanked the Chiefs for the help they had given to the Fourteenth Army and 
assured them that the Government of India would recompense them for 
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the losses suffered. The part played by the Naga tribesmen during the 
Japanese invasion forms one of the brightest spots of the whole campaign. 
They have rightly earned the description of “brave and loyal men” which 
the Viceroy applied to them. 


PLANNING AND DEVELOPMENT 


In the economic field the principal development was the assumption by 
Sir Ardeshir Dalal early in August of the charge of the newly formed 
Department of Planning and Development in the Government of India. 
When his appointment was first announced Sir Ardeshir Dalal explained 
that, as the central authorities had accepted the main objectives of the 
Bombay plan, his chief concern was to get on with the preliminary work of 
economic reorganization which might take some years and could not wait 
on politics, although he admitted that economic regeneration could not 
be carried out without the goodwill and support of the people through a 
national Government. The new department has made rapid progress since 
Sir Ardeshir Dalal took control. A month after assuming office he said that 
the Government had a social security. plan under contemplation. He stressed 
the need for the regionalization and dispersal of industries in the future 
and emphasized the necessity for training skilled personnel which was an 
essential preliminary to planning. It was intended to form a central irrigation 
board to deal with hydro-electric schemes and irrigation. In October Sir 
Ardeshir Dalal made a rapid tour of India in order to inspect personally 
the progress made with planning and reconstruction schemes in the 
Provinces. 
India, 
October 1944. 
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THE LAST LAP 


HE wat with Germany is drawing to its end, but not so swiftly as many 

were daring to hope in August and early September. That does not mean 
that any dwindling of the energies needed to win the war has become 
conspicuous. But we are into the extra lap which numbers of people had 
tempted themselves into believing that we might not have to run after all. 

Those summery weeks had brought us a succession of encouragements. 
Allied armies swept across France eastwards from Normandy; northwards 
from the Mediterranean; north-eastwards behind the Channel ports to 
liberate Belgium. To suffering London, Kent, Sussex, and Surrey, this last 
thrust brought the long-desired relief from flying bombs. It mopped up the 
launching sites from which they had been projected on their buzzing way 
daily and nightly from June 15 to September 1, a hundred or so every 
24 hours. Nor was that all; another relaxation, welcome to the whole 
country, was offered. Enemy air activity over Britain having virtually ceased 
since midsummer, the Minister of Home Security told us that from Septem- 
ber 17, the day when double summer time ended and clocks were put back 
an hour, we need no longer take trouble about the perfection of our black- 
out. After five years of total external darkness, no more is required now than 
a curtain thick enough to prevent objects within a room being seen from the 
road outside. In towns on or near the coast over which the enemy might 
still fly, no proper street-lighting is yet permitted, but everywhere else 
children are seeing for the first time in their lives the purpose of the lamp- 
standards which have been out of use ever since that distant Thursday night 
of August 31, 1939. Fire-watching, least exhilarating of nightly war-time 
duties, was terminated too over most of the country, and even in the vulner- 
able south-east its scale has now been greatly lessened. 

Finally, the Home Guard was ordered to cease compulsory parades on 
September 11. The threat of a German invasion which had hung over 
Britain for four years and four months was deemed officially to be ended. 
Voluntary duties continued for seven weeks, but on November 1 the 
Home Guard “stood down”. Throughout the country final farewell parades 
were fixed for Sunday, December 3. So passes into history a force nearly 
two million strong, of young and old men who gave up their leisure week 
after week to training for war. They never went into action, but they served 
their purpose none the less, as a deterrent to the enemy, and as a relief and 
increasingly a substitute for home defence troops and anti-aircraft gunners. 


WINTER ORDEAL 


Like foretastes of victory came these personal and domestic relaxations from 
the long strain of war. The sacrifices of the First Airborne Division at 
Arnhem—“ ‘not in vain’ (said Mr. Churchill) may be the pride of those who 
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have survived and the epitaph of those who fell”—recalled us to realities. 
German resistance, though pushed right back, was still unbroken. “Many 
persons of the highest technical attainments, knowledge and responsibility 
(the Prime Minister told Parliament on September 28) have good hopes that 
all will be over by the end of 1944. On the other hand, no one, and certainly 
not I, can guarantee that several months of 1945 may not be required.” On 
October 31 he restated his view: “On military grounds it seems difficult 
to believe that the war could be ended before Christmas, or even before 
Easter, although, as I have said, many high military authorities with every 
means to form a correct judgment have expressed themselves more hope- 
fully.” The second of these forecasts sank more deeply into the public mind 
than the first, and the British people at last settled themselves to another 
winter of the German war. 

For Londoners it cannot be an easy winter, even though the sirens may 
sound for the last time. Few people at a distance from London have any 
clear conception of the ordeal through which she has passed this year. Up 
to June 1944 some 85,000 of the 2} million houses in the London region 
had been demolished by missiles dropped from enemy aircraft. The flying 
bombs in eleven weeks totally destroyed a further 25,000, and damaged more 
or less seriously over a million by blast. Towards the end of September, 
when the Government appointed Sir Malcolm Trustram Eve (who had 
already made a reputation as chairman of the War Damage Commission) 
with executive responsibility for concerting all the agencies engaged on 
London repairs, there were officially calculated to be 800,000 houses requir- 
ing repair of some kind to make them habitable with reasonable comfort. 
If four people are reckoned to each house, this means that in London and 
its suburbs some 400,000 people had lost their homes completely by enemy 
action since the war began, and over 3 million were affected by the need of 
repairs. Relate this to the population of other towns, and it shows the 
extensiveness of the damage which London has received, and which other 
cities at longer range may equally suffer in any future war. All private 
building or decorating work in London costing more than {10 has been 
prohibited except under licence. Repairs are proceeding at the rate of 30,000 
houses a week. Even at this speed it will be the end of March before the 
job is finished. 


DEMOBILIZATION—AND HoMES 


Our present restricted supplies of labour can be most productively used to 
press on with repairs, but the urgency of a quick start with the erection of 
new houses, permanent or temporary, as soon as the war is over, becomes 
clearer every day. Parliament has passed a Bill authorizing the Government, 
as an emergency measure, to organize the supply of temporary houses 
designed for a ten-year life. One proposed type is a pressed steel bungalow, 
while another consists of a light steel frame with external walls of asbestos 
cement, and a third makes use of prefabricated units of wood covered - 
with asbestos sheeting. A delivery rate of at least 2,500 a week is planned, 
and the virtue of all these temporary dwellings is that they can be constructed 
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and erected with but little call on regular building labour, which will be in 
acutely short supply and fully required for the parallel programme of 300,000 
permanent houses in the first two years of peace. 

However much is done, the housing shortage will be severe, and from 
that standpoint it is fortunate that demobilization will not proceed with as 
quick a rush as in 1919. In September there appeared a long-awaited White 
Paper with the formidable title, ““Re-allocation of Man-Power between the 
Armed Forces and Civilian Employment during any Interim Period between 
the Defeat of Germany and the Defeat of Japan”. It foreshadows demobiliza- 
tion on the commendably simple plan of combining age with length of 
service, two months of war service being treated as equivalent to one year 
of age; a man of 22 with four years’ service will count equally for release 
from the forces with a man of 40 who has served one year. This will be 
the general principle, and proposals for giving preference to married over 
single men, or to men in distant theatres of war over men who have served 
mostly at home, are rejected as not fully fair to all. Beside this main stream 
of demobilization, the White Paper recognizes also the necessity for accele- 
rated release of certain types of skilled men specially needed for urgent 
reconstruction work, of which house-building is the most conspicuous 
example. In their case release will not be unconditional, and if they leave 
their reconstruction employments they will be called back to the forces. 

The demobilization plan received a chorus of praise for its fairness as well 
as its simplicity. What mattered most was its reception in the services, and 
there the welcome for it was undoubted, especially as, to sweeten the pill for 
those not qualifying for early release, extra pay for everyone with three years’ 
service or more, as well as for everyone sent to the Far East to fight against 
the Japanese, was announced at the same moment. 


BEVERIDGE AND THE BUDGET 


A Few days later the Government produced another strong card out of its 
hand. No one yet can quite divine its tactics in holding back its trumps so 
long. This time it was the detailed plan for implementing, with amendments 
designed to be improvements, the world-famous Beveridge Report on social 
insurance. The plan itself is discussed elsewhere in this issue. There was 
no doubt about its favourable reception either, when it came to be debated 
in the House of Commons in November, just after Sir William Beveridge 
had taken his seat as Liberal member for Berwick-on-Tweed. The younger 
members without distinction of party were unanimous in support, the main 
difference being that Conservatives looked at the cost carefully, whereas 
Labour speakers tended to slur over that. Some of the older Conservatives 
shook their heads a bit, but when the Speaker put the question, after the 
Chancellor of the Exchequer had given his considered view that the scheme 
was not beyond our capacity, only one solitary dissenting voice was heard. 
An entirely new Ministry of National Insurance is being created, to sweep 
together all the existing services now scattered among various departments, 
the first Minister being Sir William Jowitt (Labour). 
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Sir John Anderson is a cautious man, and his controlled optimism about 
our post-war budgetary resources was encouraging, at a time when national 
expenditure is still running at the rate of £13,750,000 a day. Our total 
expenditure in the first five years of war has been £24,000,000,000. The 
interest charge alone on the national debt is officially estimated next year to 
exceed by £230,000,000 that of 1939. To shoulder this and all the other 
necessary additional expenditure on defence and on social advances (let us 
hope that the former will be as universally approved as the latter when it 
comes to framing post-war policy), there will indeed be necessary—in the 
closing words of the White Paper on Social Insurance—“‘a fresh outburst 
of that creative energy which has marked the greatest periods of our history 
and is vitally necessary in the years now before us”. 

Our financial policy has been superbly handled all through this war. 
Evidence of that is the ability of the Treasury to put on tap, in the sixth 
winter, a new series of 5}-year Exchequer Bonds, maturing in February 1950, 
at the low rate of 1? per cent. The last comparable 5-year Government issue 
was brought out in 1940, and bore interest } per cent. higher. 


INDUSTRIAL ANXIETIES 


Unuappity no similar confidence is felt about current industrial and com- 
mercial policy, in its bearing on the change-back which we shall have to 
engineer smoothly yet vigorously from war production to peace trade. 
Indications of Government plans have been as vague as may be. What is 
worse, industry and commerce are told that they must show British virility 
in absorbing into work for civilian needs the millions who will gradually 
become redundant in war factories, and that on top of this it is up to them to 
raise British exports to 50 per cent above their pre-war level; yet complaints 
accumulate daily that the co-operation which they have been promised from 
Government departments is culpably lacking. Mr. Dalton (President of the 
Board of Trade) and Mr. Harcourt Johnstone (Secretary to the Department 
of Overseas Trade) have a miry path ahead of them in Parliament, unless 
they can furnish much more convincing proof that their departments are 
alive to the authentic and clamant needs which the end of a war economy 
will bring. The present Parliament may be nine years old, but it is not 
unconscious of its power to apply the stick to laggard Government policy, 
and it has lately tasted blood—for there is no question but that the recent 
decision to appoint Lord Swinton as Minister for Civil Aviation with 
Cabinet rank was the forced outcome of plain Parliamentary refusal to 
tolerate neglect of civil aviation prospects any longer, or to acquiesce in the 
suggested appointment of a Parliamentary Secretary for Civil Aviation under 
the Secretary of State for Air, who would have to play second fiddle in a 
department primarily interested in military aircraft. 

The first kind of complaint which British industry has been levelling 
against the Government is its refusal to allow industrial firms to put planning 
staff and draughtsmen in sufficient numbers on to the essential preparatory 
work which must be done far in advance of the actual reconversion of 
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factories. Wherever such a complaint is justified, the likely result, of course, 
is that the factory will not be in time to play its part either in providing con- 
tinuity of employment or in being ready with civilian goods for re-establish- 
ing British trade abroad. The annual trade accounts, just published after 
being kept a strict secret since the outbreak of war, reveal the urgency of that, 
for our exports, which amounted in 1938 to £471 million, were down to only 
£232 million in 1943 in spite of higher prices. That is the measure of our 
deliberate sacrifice in eschewing all but essential exports in order to con- 
centrate exclusively on production for war. 

The second type of complaint is now the more serious. It is that licence 
applications to acquire materials which will be needed for export goods are 
being arbitrarily held up, and that firms are unable to probe the fog of 
uncertainty which enshrouds the Government’s intentions on the questions 
when, and where, and how export trade is to be encouraged or even per- 
mitted to restart. No doubt the fault is not all with the Board of Trade. 
Before the Presidential election in America the common supposition was 
that the British Government felt too nervous to raise with the United States 
any questions which might prove delicate about the export-strangling condi- 
tions on which Lend-Lease material is supplied, or even about the future of 
industrial exports generally. However that may be, the time has come now 
for the plainest speaking between the British Government and the British 
public, and between Britain and America. 


PARTIES AND AN ELECTION 


PLAIN speaking is certainly on the eve of return to British party politics. 
A crisis almost occurred (as usual, when Mr. Churchill was out of the 
country, on his visit to Moscow) over the Town and Country Planning 
Bill, where the Conservative party was unwilling to approve compensation 
to dispossessed landowners at less than current market prices, whereas 
Labour was reluctant to concede any increase on 1939 prices. The, Labour 
party, irrespective of that incident, has made it clear that it will withdraw 
from the Coalition Government when Germany is beaten. That section of 
the Liberal party which Sir Archibald Sinclair leads will do the same. Each 
of them intends to fight the next General Election on its own unadulterated 
programme. This means that, to bridge the period between the break-up 
of the coalition and the holding of the election, Mr. Churchill as leader of 
the Conservative party will have to re-form his Government out of the 
Conservative majority in Parliament, with the Liberal Nationals under 
Mr. Ernest Brown and Independents such as Sir John Anderson and Sir 
Andrew Duncan who will undoubtedly stand by him. The Labour party 
would like that interim period before the election to be well drawn out. It 
foresees that this “rump” Government, holding office merely till the votes 
can be cast, is not likely to be a paragon of popularity, and several months 
of political attack free from responsibilities would cheerfully suit Labour’s 
election campaign. Mr. Churchill, however, may well think differently, and 
he has the right to choose his time for asking for a Dissolution. On October 
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31, when moving the Bill to prolong this war-time Parliament for a further 
year, he indicated that he did not expect a General Election before June. 
But not everyone noticed that that statement of his was directly related to 
the assumption that Germany would not collapse before March. 

Left to themselves, the Labour leaders in the War Cabinet would probably 
have no wish to end the coalition so soon. But this is a case where the rank- 
and-file of the party have firmly made up their minds, and as the tail would 
have the power to wag the dog if it came to a test of strength at a party 
conference, the dog has accepted the inevitable and undertaken to wag 
obediently. To the Prime Minister the news must have come as a disappoint- 
ment, but certainly not a surprise. It leaves him free to ask for an election 
at the time which will best suit his own cause and be least likely to fix 
Socialism (in which he heartily disbelieves) on the future of this country. 
Despite a common desire to see the social insurance legislation passed during 
the life of this Parliament, he will probably judge the moment for Dissolution 
to come very soon after victory, and before the services of a man named 
Churchill have been forgotten. Equally probably, the wisest people in the 
Labour party know in their hearts that the popular vote will not overthrow 
the man who stands gigantic above all his political contemporaries. 


ULSTER POLITICS 


Tue Northern Ireland Parliament, likewise, faces the virtual certainty of a 
General Election within the year. Sir Basil Brooke, the Prime Minister, is 
no more likely to be turned out of office than Mr. Churchill. He too has 
political restlessness to cope with, but in his case it is within his own party. 
The threat to Partition has ebbed, and the principal force making for com- 
plete cohesion within the Unionist party is thereby diminished. It has held 
power in Ulster for more than 20 years, and particularly among its younger 
members there are those not wholly satisfied with what they regard as a 
backward-looking mentality current till lately among its leaders. The party 
will have to learn the importance of adaptability to change, as the Conserva- 
tive party in England has been learning that under the guidance of two out- 
standing young chairmen—Major Dugdale and now Mr. Ralph Assheton, 
who has sacrificed his Government appointment as Financial Secretary to 
the Treasury in order to take the key post in the party which Major Dugdale’s 
illness leaves vacant. Similarly many dissident Unionists in Ulster will need 
to learn, like the Tory Reform group at Westminster, that they must either 
work with the party or against it. Present prospects are that the Northern 
Ireland elections may bring a crop of Independent Unionist candidates, 
some of whom may hand over otherwise safe seats to the Opposition by 
splitting the vote. 
Great Britain, 
November 1944. 
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THE CONSTITUTIONAL REFERENDUM 


N alteration to the Australian Constitution requires the approval of a 
majority of electors in a majority of States, as well as a majority of all the 
electors voting in the Commonwealth. On August 19 the people were asked 
for the nineteenth time to approve an alteration. Fourteen amendments, 
together with three guarantees, were included in the Constitution Alteration 
(Post-war Reconstruction and Democratic Rights) Act, 1944, passed by the 
Commonwealth Parliament in March last. A majority of electors in four 
States (out of six) and a majority of all electors voting rejected the proposal.* 
When he first launched the campaign in 1942 for the alteration of the 
Constitution, Dr. Evatt analysed the reasons why fifteen earlier proposals 
had been rejected. 


“Both in the United States and in Australia”, he said, “the few amendments that 
have been passed have been specific. They have not merely sought to give a power, 
but have indicated, though often in broad terms, what was in fact to be done. The 
fifteen proposals for the amendment of the Constitution were rejected because 
the people could not be reasonably sure how the powers would be exercised. The 
Government has kept these considerations in mind in deciding the form of 
the present proposed amendment to the Constitution.” 


In spite of this hindsight, it is ironical to reflect that both the form in which 
the proposals were placed before the people, and the popular uncertainty 
about the manner in which the powers were to be exercised, were major 
factors in their rejection. 


0 


Tue marks of compromise in the original Constitution abound in the number 
of provisional solutions incorporated in different clauses. These tentative 
arrangements were to operate for a fixed period, “or until the Parliament 
otherwise provides”. Of this character were the financial relationships 
between the Commonwealth and the States. Within less than ten years such 
“other provision” was made by the Parliament as to alter fundamentally the 
original balance of power. Financial arrangements were further changed 
during the first world war when the Commonwealth Parliament entered 
fields of direct taxation which the States had assumed belonged to them. 


* Referendum Results 


Yes No Informal 
New South Wales. » 759,211 911,680 23,228 
Victoria . 4 . . 597,848 614,487 15,236 
Queensland . ; ; 216,262 375,862 7444 
South Australia . : ; 196,294 191,317 4,832 
West Australia . ; »_ 140,399 128,303 3,637 
Tasmania . . . . 53,386 83,769 2,256 
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After the last war, too, the rejection by the High Court of the doctrine of 
“implied prohibitions” still further weakened the position of the States 
vis-a-vis the Commonwealth. 

These developments, together with the general experience of the working 
of federalism, have provided substantial support for movements for con- 
stitutional revision. All political parties have committed themselves to that 
task, but, save on three occasions, the amendments submitted from time to 
time since 1906 have been rejected by the people. As a means of removing 
the task of revision from the atmosphere of party politics, a Royal Commis- 
sion was appointed, but the presentation of its Report in 1929 synchronized 
with a change of government, and the amendments suggested by it were not 
proceeded with. In the late ’thirties the Lyons Government committed 
itself to a convention to review the distribution of powers and functions 
between the several Governments, but the rapid deterioration of the world 
situation was unfavourable to such a project, and no changes had been made 
when the second world war engulfed us. 

In the early stages of the war complaints by some Commonwealth 
Ministers that the States were not giving full co-operation in the prosecution 
of the war effort tended to create public resentment against the States, and 
the rapidly rising rates of taxation added fuel to the flames. When later the 
States challenged the Commonwealth’s proposals for uniform taxation, the 
resentment found expression in vigorous agitations for the abolition of 
State Governments. 

The significance of the States was also affected by the publicity given to the 
Commonwealth’s plans for a new order. It seemed that, if the principles of 
the Atlantic Charter and the ideals of the four freedoms were to be imple- 
mented, additional powers would have to be conferred on the Federal 
Government. 

All the auspices, therefore, seemed favourable to constitutional a 
when Dr. Evatt brought down a Bill 


“to alter the Constitution by empowering the Parliament to make laws for the 
purpose of carrying into effect the war aims and objects of Australia as one of the 
United Nations, including the attainment of economic security and social justice 
in the post-war world, and for the purpose of post-war reconstruction”. 


The most significant feature of the proposal* was to endow Parliament with 
power to make “‘any law which, in its declared opinion, will tend to achieve 
economic security and social justice”. 


“I desire to make it perfectly clear”, said Dr. Evatt, “that the statement I propose 
will give the decision to the Parliament itself, and no person will be able to challenge 
the validity of Parliament’s decision. For its decisions and actions Parliament 
will be responsible to one authority only—the people of Australia.” 


Here then was a proposal that was quite specific. It fulfilled the conditions 
that Dr. Evatt believed the people demanded. But it over-estimated the 
popular irritation with the working of the federal system, and it contained 

* Fora short account of the fate of the Bill, see THz Rounp Tasg, No. 135, June 1944, 
pp. 281-85. 
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fourteen heads of power couched in very general terms. If the authority of 
Parliament to legislate in this wide field was to be paramount, the High 

Court could no longer function as “guardian of the Constitution”: In effect, 
_ people were to be asked to graft on to their federal system some of the 
characteristics of a unitary one. 

One reason given by Dr. Evatt for the'defeat of previous referenda was 
fear about the manner in which powers might be exercised. This, he 
suggested, might be removed by getting all political parties on side. Hence 
the summoning of a Convention comprising representatives of both 
Commonwealth and State Governments as well as the Opposition Leaders. 
There were many expressions of popular dislike to the proposed by-passing 
of the High Court, and when the Convention met at Canberra in November 
1942 it was told that the Government had scrapped the Bill and was asked 
to consider another. Discussions on this were saved from an impasse by the 
adoption of a suggestion that the States should “refer” specific powers to the 
Commonwealth for a period of five years. This had the merit of avoiding a 
war-time referendum in which many soldiers, especially those who were 
prisoners, could not participate. But it necessitated drafting a third Bill. 
This the State Premiers undertook to submit to their several Parliaments, and 
to endeavour to have the measure dealt with not later than the end of 
January 1943. The move failed. The Bill was passed by New South Wales 
and Queensland; Victoria imposed a condition that it should operate when 
all the States had passed it; it was amended in South Australia and West 
Australia and rejected twice by Tasmania. 

Since the Commonwealth Government maintained that it required 
additional powers if it were effectively to deal with post-war reconstruction, 
there was no alternative but to return to the original proposal for a refer- 
endum. In February 1944 therefore a fourth Bill was introduced into the 
Commonwealth Parliament in terms similar to that agreed to by the State 
Premiers. Receiving an absolute majority of both Houses in March 1944, it 

Was necessary to submit it within six months for approval by the electors. 
This submission took place on August 19. ; 

In time of war, by virtue of the defence power, the Commonwealth 
becomes, in large measure, subject to a unitary system of government. Most 
constitutional limitations on the Government disappear, although the 
existence of independent State Governments does necessitate administrative 
consultation. National security regulations promulgated in terms of the 
defence power have covered most of the Australian economy, and they 
remain in force for a period of six months after the official declaration of 
peace. While some decisions of the High Court indicate that the “defence 
power” is not as all-embracing as it was believed to be during the last world 
war, it is quite ample for all practical purposes for controlling the national 
economy while the war lasts. In peace-time, however, the defence power is 
much restricted. Whether it covers power to “unwind the war effort” is argu- 
able. But if the war effort is to be unwound with a minimum of friction, the 
Commonwealth will need to exercise controls similar to those used in war-time. 
Hence the Referendum to put the Commonwealth authority beyond doubt. 
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The first and second Bills did not provide any time limit to the exercise by 
the Commonwealth Parliament of the additional powers. That to which the 
Premiers agreed at the Canberra Convention limited the exercise to a period 
of five years “from the date upon which Australia ceases to be engaged in 
hostilities in the present war”. The fourth Bill retained this limitation. 
Government spokesmen made it clear that they would have preferred to ask 
for powers without any restriction as to time, but it was felt that their hands 
would be strengthened if they could ask the people to honour the under- 
taking entered into by the State Premiers. In the result, this proved an 
embarrassment to the Government. For the inclusion of the time limit left. 
room for the Opposition to assert that the Referendum was entirely unneces- . 
sary since the Government already possessed ample power under National 
Security Regulations. These covered a period of six months after the declara- 
tion of peace, and it was argued that this time might be far longer than that 
specified in the Bill. 


iil 


Despits its long period of gestation, the Bill as finally presented to the people 
was essentially in the form in which it had been originally drafted. Political 
wisdom had dictated leaving the High Court undisturbed, but there were 
still the fourteen heads of power, though slightly altered as to terms and 
arrangement. Their broad sweep and the generality of the language in which 
they were couched meant handing over to the Commonwealth substantial 
control over most of the important economic and social activities of the 
people. Critics seized on this fact to warn the electors that the proposal was 
merely a device to give effect to the political platform of the Labour party. 

Furthermore, the fact that the electors were left with no alternative but to 
accept or reject all the fourteen proposals served to create that very suspicion 
that Dr. Evatt originally believed he could allay. It was contended by 
Government spokesmen that the powers were so interdependent as to be 
inseparable, although this was vigorously contested by the Opposition. The 
manner in which the Commonwealth had used its war-time powers of 
control, especially in regard to man-power, censorship, price fixing and 
rationing* provoked much bitterness, and suspicion developed regarding 
the real intentions of the Government in asking for some of the powers. 
Would the “employment and unemployment power” mean the continuance 
of industrial regimentation? Would the “production and distribution 
power” involve such an intimate control of industry as to stifle private 
enterprise? Were some of the powers sought really necessary, as, for 
example, “national works” ? What did the power to deal with “the peoples 
of the aboriginal race” have to do with the proposed five-year plan for 
reconstruction? On the other hand, the Government claimed that, unless 
the power to provide “family allowances” was conceded, the payment of 
these social services might be endangered, since they rested upon the disputed 
power of “appropriation for the purposes of the Commonwealth”. Both 
sides ingeniously exploited the “fear” complex for which many of the powers 

* See THs Rounp Taste, No. 136, September 1944, p. 371. 
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gave ample scope. Eminent lawyers disagreed about the meaning and the 
scope of the powers, as well as about the existing powers of the Common- 
wealth. Only the testing of precise plans before the High Court could provide 
answers to many of the questions. Confronted with issues such as these, 
the bewildered elector was reduced to deciding whether or not he thought a 
change was desirable, and whether or not the Government had made out its 
case for the alteration. 

The manner in which delegated legislative powers had been used by 
officials created a special issue. Censorship regulations empowered officials 
to use the censorship of private mails to detect breaches of war-time controls, 
such as rationing and black-marketing. Investigations suggested that many 
of these powers had been abused and, while the Government sought to 
mitigate the worst of the excesses of administrative zeal, the public continued 
to clamour for more positive protection. These demands reached a crescendo 
during the debate in the House. It was contended that the Bill should 
contain positive guarantees of freedom as a corollary to the widely extended 
powers the Government was seeking. The Government bowed to the 
clamour, and Dr. Evatt introduced three new sub-clauses guaranteeing 
freedom of speech, and of religion, as well as a constitutional safeguard 
against an abuse of delegated legislative powers. ‘These amendments caused 
the title of the Bill to be changed to include “democratic rights”. 

The inclusion of these provisions naturally raises the question whether 
the educative processes of democracy are not defeated by entrusting personal 
freedoms to the protection of a Court that is independent of popular control 
rather than to a Parliament with unlimited discretion. It is probably true 
that the real battles of liberalism are won not in the Courts but in the arena 
of public opinion. Nevertheless the inclusion of these guarantees rests upon 
the same principle which makes the Court in a federal system the guardian 
of the Constitution, even if that does involve using the judicial process to 
settle questions that might, under another polity, legitimately be decided by 
politics. 


IV 


ON a different plane was the contention that the proposals of the Government 
threatened the continuance of the federal system. It is true that the dominat- 
ing position of the Commonwealth Government in the field of finance 
challenges the independence of the States. But there is still an influential 
body of opinion which is satisfied that the size of the Commonwealth and 
the uneven distribution of its sparse population demand the preservation of 
States with substantial powers if the resources of the continent are to be 
efficiently developed. This was the conclusion reached by the Royal Commis- 
sion. A majority of its members reported in 1929 that 


“the advantages of an independent right of self-government may not be so obvious 
to the residents of those States which are in close touch with the central authority, 
but it is of fundamental importance to States which are situated at a distance from 
the seat of government, and which may by reason of the sparseness of their popu- 
lations have a relatively small representation in the Commonwealth Parliament.” 
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Administrative war-time experience supported this conclusion. There was ~ 
much complaint about the inability of the highly centralized administration 
at Canberra to appreciate the needs and conditions of people in the remoter 
parts of the Commonwealth. 

Again, the Royal Commission reached the conclusion that the existence of 
self-governing States was “the best safeguard against disastrous experiment”. 
It believed that “the importance of confining economic and industrial experi- 
ments to limited areas” was obvious. Many of the proposals in the “Powers 
Bill” were of such a character as to remove any limitations to “disastrous 
experiments”, and the conflicting Ministerial pronouncements about the 
future of private enterprise and Government plans for operating publicly 
owned plants did little to allay suspicion. 

Furthermore, the proposals of the Government would have completely 
changed the original distribution of powers in the Constitution. Instead of 
the Commonwealth being mainly preoccupied with external affairs, the 
proposals: meant concentrating in the hands of Commonwealth adminis- 
strators all major domestic issues that had hitherto been regarded as the 
domain of the States. The Government contended that the new situation 
would be met by a system of decentralization in which matters would be 
devolved upon State and local governing authorities. As against this, how- 
ever, there was the irrefutable fact that almost every addition to Common- 
wealth power had been accompanied by a centralized administration of that 
power. Australian government, whether in Commonwealth or State spheres, 
is highly centralized, and the effect is to embarrass Ministers with details of 
administration that militate against the emergence of that very leadership 
that the Referendum was designed to secure. It has also to be remembered 
that the effects of centralized administration cannot be mitigated, as in 
Britain, by the activities of local governing bodies. In Australia, because of 
geographical and historical circumstances, local government is still in a very 
embryonic stage, and there exist large areas, even in New South Wales the 
most populated State, not yet incorporated for the purposes of local govern- 
ment. Much has therefore to be done by the State and Commonwealth 
Governments that is elsewhere undertaken by municipal authorities, and 
this reinforces the importance of a wise distribution of functions as between 
the Commonwealth and the States, and the necessity of the maintenance of 
an effective federal system. 

Finally, a word must be said about the general conduct of the campaign. 
When introducing the measure in 1942, Dr. Evatt contended that argument 
should be confined to the constitutional issue of whether or not the powers 
were needed by the Government to carry out its plans. How the powers 
might be used by any Government was purely a political issue that must be 
left to the electors to police. The average elector, however, found such an 
abstract level of reasoning difficult to follow and was much more inclined to 
judge the issues on personal experiences of the manner in which he had been 
pushed about during the war. 

One feature which differentiated the campaign from those which preceded 
it was the lavish expenditure of public finds to promote the Government’s 
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case. Hitherto the only payment from public funds had been for the prepara- 
tion and publication of the case for and the case against the proposal. On 
this occasion the whole resources of the Government were employed to 
push the Referendum. Post-war Reconstruction and other Departments 
flooded the country with leaflets and booklets, officials undertook lecturing 
tours, extravagant space was impressed for advertising in the press and for 
addresses over the radio. It is not impossible that this strategy over-reached 
itself. Although the Government sought to make the issue non-party, the 
campaign tended to produce a general alignment of Labour against non- 
Labour. There was, however, anything but the clear alignment that occurs 
at an election. 

In support of the proposals the Communists conducted a vigorous 
campaign which embarrassed the Government and afforded the leader of the 
non-Communist Labour party in New South Wales, Mr. J. T. Lang, scope 
to assail the motives of the Government and the implications of the plan. 
Both in New South Wales and Queensland, where the Parliaments had passed 
the “agreed” Bill in 1943, and where Labour Governments had recently 
been returned to power, the “No” vote was convincing. Even in Dr. 
Evatt’s electorate, which less than a year previously had returned him with 
an unprecedented majority, there was a small majority against the Bill. On 
the other hand, many influential groups politically opposed to Labour 
supported it. 

The results raise doubts about the suitability of the Referendum as a 
means of deciding questions that imply some technical knowledge on the 
part of electors. The proposals were rejected not so much on their merits as 
for the reasons analysed by Dr. Evatt coupled with a fear lest their adoption 
should mean a continuance of war-time regimentation. Intelligent electors 
might have reasoned that a “Yes” vote would compromise their position, 
while a “No” vote would leave the Government with another move, and 
with powers that were not inconsiderable for controlling the transition to 
peace if not for post-war reconstruction. 

Australia, 

October 1944. 


APPENDIX 
THE PROPOSED LAW 


1. This Act may be cited as Constitution Alteration (Post-War Reconstruction and 
Democratic Rights) 1944. 


2. The Constitution is altered by inserting after Chapter I the following chapter and 
section : 
Chapter I a—Temporary Provisions 


60 A. (1) The Parliament shall, subject to this Constitution, have power to make laws 
for the peace, order and good government of the Commonwealth with respect to— 

(i) The reinstatement and advancement of those who have been members of the fighting 
services of the Commonwealth during any war, and the advancement of the dependants 
of those members who have died or been disabled as a consequence of any war; 

(ii) Employment and unemployment; 

(iii) Organized marketing of commodities; 
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(iv) Companies, but so that any such law shall be uniform throughout the Common- 
wealth; 

(v) Trusts, combines and monopolies; 

(vi) Profiteering and prices, but not including prices or rates charged by State or semi- 
governmental or local governing bodies for goods or services; 

(vii) The production and distribution of goods, but so that (a) no law made under this 
paragraph with respect to primary production shall have effect in a State until approved 
by the Governor in Council of that State; and (6) no law made under this paragraph shall 
discriminate between States or parts of States; 

(viii) The control of overseas exchange and overseas investment; and the regulation of 
the raising of money in accordance with such plans as are approved by a majority of 
members of the Australian Loan Council; 

(ix) Air transport; ’ 

(x) Uniformity of railway gauges; 

(xi) National works, but so that, before any such work is undertaken in a State, the 
consent of the Governor in Council of that State shall be obtained and so that any such 
work so undertaken shall be carried out in co-operation with the State; 

(xii) National health in co-operation with the States or any of them; 

(xiii) Family allowances; and 

(xiv) The peoples of the Aboriginal race, 

(2) Neither the Commonwealth nor a State may make any law for abridging the freedom 
of speech or of expression. 

(3) Section 116 of this Constitution shall apply to and in relation to every State in like 
manner as it applies to and in relation to the Commonwealth, 

(4) A regulation of a legislative character under the authority of any law made by the 
Parliament in the exercise of any power conferred by sub-section (i) of this section—(@) 
shall, subject to this section, take effect on the expiration of the fourteenth day after its 
contents have been notified in the manner provided by the Parliament to each Senator 
and each Member of the House of Representatives or on such later date as is specified in 
the regulation; (b) shall not take effect if, within fourteen days after its contents have been 
so notified, either House of the Parliament passes a resolution disapproving of the regula- 
tion; and (¢) shall take effect on the date of its making or on such later date as is specified 
in the regulation, if the Governor-General in Council declares on specified grounds that 
the making of the regulation is urgently required. 

(5) This section shall continue in force until the expiration of a period of five years from 
the date upon which Australia ceases to be engaged in hostilities in the present war, and 
shall then cease to have effect, and no law made by the Parliament with respect to any 
matter specified in sub-section (1) of this section shall continue to have any force or effect 
by virtue of this section after this section has ceased to have effect. 





SOUTH AFRICA 


THE INDIAN IMMIGRANT 


VERY part of south-eastern Africa has experienced for many long years 

the infiltration of Indian traders. Such a process is a natural one. The 
greater proportion of Indians in South Africa, however, entered the country 
not as traders but as indentured labourers. It was the free choice of Natal 
that they should so enter. The Indians may indeed say of themselves what 
Booker Washington said of the American Negro in the United States; that 
they are the only portion of the population which came by special and urgent 
invitation. The grandfathers and great grandfathers of many of the men who 
lead the anti-Asiatic movements to-day were actively instrumental in bring- 
ing the Indians into Natal and were hailed as benefactors for doing so. At 
that time the future of Natal was thought to lie almost wholly in sugar 
production, and Indians were imported as the local Zulu population could 
not be induced to come and work on the sugar plantations, and as forced 
labour was out of the question. In fairness to the Natal European population 
of that date it may be said that probably few of them realized how small a 
proportion of the indentured Indian labour would be willing to return to 
India on the expiry of their indentures. 

The “Indian question” does not exist in the Cape and Orange Free State. 
It does not exist in the Orange Free State, because immigration was never 
generally permitted and the total Indian population in that Province is 
negligible. It does not exist in the Cape, because the Indian population there 
is very small relative to the total population; because politically and eco- 
nomically it has been assimilated to the Cape Coloured population; and 
finally because the tradition of discrimination on colour has never been so 
strong in the Cape as in other Provinces. In the Transvaal the issue is one 
mainly affecting traders, and it has turned largely on the question of trading 
licences and rights to land, particularly trading rights for business premises 
within urban areas. As such it has given rise from time to time to situations 
of fairly acute tension, but it never loomed as large in the public eye as it has 
in Natal. It is Natal which carries the greater proportion of the quarter of a 
million Indians who have made their homes in South Africa, and in Natal 
these Indians are clerks, artisans, labourers and market gardeners as well as 
traders. It may be added that only in Natal is there a Hindu majority, the 
Indian population elsewhere being mainly Moslem, as are most of the 
traders in Natal itself. 

One of the first issues that has to be faced, as South Africa and her friends 
elsewhere take stock of the present position, is the provincial boundary 
question. The Indians who live in Natal cannot, without the utmost diffi- 
culty, attain domicile elsewhere. They have not even free access to the whole 
of the Province of Natal, since, except in a few of the sugar areas, the whole 
of Zululand is closed to them. No wonder that racial tension is particularly 
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acute in the coastal area of Natal, seeing that so large a proportion of the total 
Indian population of the Union is concentrated there. The Indians constitute 
less than 3 per cent of the total population of the Union, but they are nearly 
as numerous as the Europeans in the city of Durban and they outnumber the 
Europeans in certain other coastal areas. 


INTER-PROVINCIAL BOUNDARIES 


Tue European population of Natal feels that restrictions on inter-provincial 
travelling should be raised. It is almost the only point on which they see 
eye to eye with the Indian population of Natal. Logically this contention has 
much to support it. After all, Coloured people are free to leave the Cape 
and settle elsewhere: quite a number of them have done so. Again, before 
Union Natal had no experience of the poor white question. If the Transvaal 
and Orange Free State have been able to export tens of thousands of their 
poorer white peopie to Natal, why should not Natal be able to export some 
of its Indian population in exchange? On questions of this kind, however, 
people are apt to be swayed by emotional complexes rather than by logical 
reasoning, and it is very difficult for many South Africans to feel that you 
can. really put poor whites and Indians in the same logical category. 

The second outstanding question which has to be faced is that of the 
franchise. Indians have never had the franchise in the Transvaal or Orange 
Free State. In the Cape they enjoy it on equal terms with the Coloured people 
—that is that any literate male over 21 years of age, who occupies property to 
the value of £75 or earns £50 a year, may qualify as a voter. The situation 
has never been a serious one in the Cape Province because the number of 
Indians concerned is very small, and the principle of having non-Europeans 
on the ordinary voters’ roll has already been accepted for nearly 90 years as 
regards Coloured people, who are much more numerous. In Natal the 
Indians were deprived of the parliamentary franchise in 1896—one of the 
first fruits of responsible government. Thirty years later they were deprived 
of the municipal franchise. No one whose name was on the voters’ roll at the 
time the disqualifying legislation was passed and who still remains qualified 
has been removed. A very small number of very old Indian men thus remain 
on the parliamentary voters’ roll, and a somewhat larger proportion of middle- 
aged Indian men is to be found on the muncipal voters’ rolls. No new names 
have been added. Interestingly enough, in a recent local government 
election at Stanger a European electorate with a very small minority of 
Indian voters on the roll placed an Indian in one of four seats on the Town 
. Board. This is unfortunately not typical. 

Any solution of the franchise question is rendered intensely difficult by 
the uncompromising views of the majozity of Europeans and also of the 
mass of articulate and organized Indian opinion. The present Government 
could probably be persuaded to introduce legislation providing for the repre- 
sentation of Indians in Parliament on somewhat the same lines as the present 
Bantu representation. Indian opinion, however, refuses to compromise on 
the issue of community representation. What the Indians are prepared to 
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accept is a high educational and property qualification, which would enable 
what one might call a symbolic Indian representation on the main voters’ 
roll, together with some form of separate representation for the masses. 

One of the difficulties in the way of meeting this request, which is not in 
itself an unreasonable one, is the difficulty of justifying the complete exclusion 
of the Bantu from the general voters’ roll if Indians are to be admitted to it. 
In 1936 Parliament in South Africa deliberately rejected the old Cape policy 
of placing men of all races on a common roll provided that they had certain 
qualifications, and insisted that every African, no matter what his economic 
standing or his educational qualifications, should be politically segregated. 
There are many liberal-minded Europeans who would demur to the inclusion 
of Indians on the common roll while Africans, who have, if comparison 
should be made, even greater claims for consideration, remain on a separate 
one. Not so long ago Senator Clarkson, the present Minister of the Interior, 
expressed his personal view that separate representation of Indians, both in 
Parliament and on municipal Councils, should be introduced. As all who 
knew the situation expected, he has been criticized from both sides—by 
intransigent European opinion for “selling the pass” and by intransigent 
Indian opinion for laying down a principle of political segregation which no 
self-respecting Indian could accept. 


THE Preccinc Act 


A THIRD point of outstanding importance is that of property rights. While 
in theory this is an issue that affects rural as well as urban areas, in practice 
the situation has become acute only as an urban problem. As such it became 
difficult in the Transvaal before the recent developments in Natal. The 
history of land legislation in the Transvaal is extremely complicated. Putting 
it in general terms, it may be said that nowhere in the whole of the Transvaal 
has an Indian the free right of purchasing a trading site, but that he does 
enjoy a precarious opportunity to acquire new sites in very limited areas with 
the sword of Damocles hanging over his head all the time in the shape of 
the fear that Parliament in the forthcoming year will terminate this privilege. 
Actually the intention of the Government in its administrative capacity is 
more liberal than the perusal of parliamentary legislation on the matter 
would indicate, and within the very narrow limits set by the laws which 
regulate this matter in the Transvaal, discretion has been used fairly fre- 
quently in the Indians’ favour. 

The much discussed Pegging Act gave the Government power to stabilize 
the existing division of land between the races in Natal and to make new 
acquisitions by Indians subject to administrative approval. But its provisions 
have not been extended beyond the city of Durban, and it is to lapse after 
March 31, 1946, if not renewed by resolutions of both Houses of Parliament. 
In the meantime a Commission on which Indian members are sitting is 
investigating the whole position as regards the place of Indians in South 
African life. 


The position, stated bluntly, is that Indians are in an extremely precarious 
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position as regards the acquisition of property; that they are dependent very 
largely on European public opinion which has shown itself to be frequently 
hostile; and that the attitude of many Europeans is unjust and illogical. In 
every transaction of land between the races it is obvious that a European is 
concerned, and it seems as if it is possible to combine a hearty antipathy to 
the general acquisition of land by Indians with an unhesitating readiness to 
sell one’s own land to them at a profit! Moreover, Durban City Council 
has been singularly remiss in providing educational recreational and resi- 
dential areas for Indians, so that they are to a large extent suffering the 
disabilities and humiliations of segregation without any compensating 
advantages. 

On the other side, it must be pointed out that most of the land transactions 
which are being interfered with appear to be transactions whereby well-to-do 
Indians purchase land as a means of investment. It is not always easy to 
arouse in the minds of Europeans, especially of the less well-to-do classes, 
sympathy for the rich Indian who is embarrassed as to where to invest his 
profits. Such opposition is not very often combined with a burning readi- 
ness to find homes for the Indian poor, and so may be dismissed as unchris- 
tian racialism rather than Christian socialism. For, after all, there is no 
great protest against rich Europeans investing their surplus in land. These 
considerations, however cogent, make little appeal to the type of man who 
is not trained to be a fair thinker, but is swayed mainly by his emotions, and 
who resents the fact that a non-European has such a problem as the invest- 
ment of his surplus money. On the European side it must further be 
remembered that there is a very real fear lest Durban, which has had the 
laudable ambition of being a second Brighton, should become a second 
Bombay. 

Before leaving the question of land, a word must be said about licences. 
The two questions are bound up together, but yet are separable. It cannot 
be claimed that the present licensing system is colour-blind. On the whole 
the Indians are managing to hold the commercial ground that they have 
gained, but they do not have a “fair field and no favour” so far as European 
competition for new licences is concerned. 

The questions discussed above, of provincial boundaries, franchise, land 
and licences, are those which are of the greatest interest to the wealthier 
Indian classes, most of whom are Mohammedans. The social and economic 
questions which affect the Indian poor are on the whole raised less frequently 
and with less warmth by the great Indian associations than these matters of 
status and prestige above referred to. It is very likely that the barrier of 
religion prevents the complete consolidation of the Indian community and 
weakens the Indians’ case by putting into the background the claims of the 
Indian poor, which would arouse much more enthusiasm among Europeans 
than some of the other items. There are indeed poor Moslems as there are 
rich Hindus: but in broad general terms the richer Indian classes are mainly 
Moslem and the poorer groups Hindu. The connection with India, general 
pride of race and especially the influence of the great Hindu, Mr. Gandhi, 
have led articulate Hindu opinion to express itself clearly on issues such as 
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the franchise and property rights: but neither side has made the most of the 
very strong case for the Indian poor, the presentation of which has been 
largely left to interested Europeans. Little is done as regards housing, 
education and social welfare in comparison with the needs, and far less 
interest is focused on these services among Indians than has come to be 
focused on them among the Bantu. 

A minor but not unimportant point and one not without certain elements 
of humour is the position of Natal Province in these matters. It seemed a 
masterstroke of policy when the implementing of the recent agreement 
about purchase arrived at informally between General Smuts and some of 
the Indian leaders was left to the Natal Provincial Council. It was probably 
contemplated that Natal opinion would give way on the question of with- 
drawing the Pegging Act and allowing purchase for investment if the legisla- 
tion was left in the hands of Natal’s own legislative body. This hope has 
been disappointed. The Provincial Councillors, by opposing the Govern- 
ment’s ordinance, have indeed lost the opportunity of strengthening the 
provincial powers, which normally they would like to do, but they have at 
least avoided the risk of losing their seats at the next provincial election. It 
does not seem very likely that the issue can be dealt with by provincial 
legislation in Natal : it will probably have to go back to the Union Parliament. 


THE PRESENT PosITION 


THE truth must be faced that European opinion refuses to accept the logical 


position that Indians are now South African nationals and that, if they are 
such, they cannot be denied certain rights in their own country. The whole 
issue of colour cuts very deep in South Africa, and somehow even men who 
are prepared to go a long way to meet the Bantu grievances harden their 
hearts against the Indians. 

What is to be done as we survey the ruins of this attempt at agreement? 
It is suggested that, notwithstanding the opposition of large elements in 
Natal, the Union Government should go forward and pass the necessary 
legislation at Cape Town which the Province failed to pass at Pietermaritz- 
burg, and when its Commission of inquiry has reported, come forward with 
a comprehensive Indian Relief Bill, which will modify the restrictions on 
inter-provincial travel, prescribe some form of franchise, whether acceptable 
to the extremists on either side or not, and deal on moderate lines with such 
other outstanding difficulties as are susceptible of legislative treatment. 
This is a course which needs courage and which is open to objection: but 
there is no course free from objection at the moment. If necessary, the 
question of the franchise must be left, but it cannot be left for long. 

The whole question of the effect which anti-Indian legislation has on the 
British Commonwealth seems to be very little considered by the people of 
Natal, notwithstanding the ardent British sentiments of many of them. No 
group has been more anxious for the curtailment of Indian rights than the 
Dominion party which claims to exist for the perpetuation of British 
Commonwealth relationships. The Nationalist party naturally makes capital 
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out of every argument raised which introduces the Commonwealth issue 
as showing how much better off South Africans would be if they had a 
republic. It is not easy to see that a republican South Africa would be able 
‘to impose its own wishes on India in a world in which the British Common- 
wealth was no longer a great force. It is certain that the South African 
legislation against the Indians affords at least a convenient pretext for the 
opposition to the Commonwealth in India, and is a serious embarrassment 
to those many Indians who cherish sentiments of goodwill towards the 
British connection. 

That an immediate and clear-cut solution of all outstanding questions can 
be found is not very likely. But goodwill, reasonableness and a refusal to be 
rigid in prejudice should make it possible to find that the next right step 
is the prelude to the second, as that will in turn be the prelude to the third 
and so on until the journey of goodwill takes us to the land of better 
relationships. 


South Africa, 
October 1944. 





NEW ZEALAND | 


WAR-TIME FINANCE 


S anticipated, the financial statement for the year which ended on 
March 31 recorded an increase in war expenditure which totalled 
£152,900,000 compared with {144,000,000 in the previous year. This was 
due mainly to the greater cost of the Air Force and reverse lend-lease, which 
more than offset the decrease in expenditure on the army and miscellaneous 
items classified as civil. The following are the main details of the expenditure 
on War Expenses Account. 


(£ million) 


1943-44 1942-43 
Navy . ; . . , 8-2 8°5 
Army . ° . : ; 78-0 89:0 
Air Force. : . i 33°8 24°3 
Civil . . : : 79 14°9 


Reverse Lend-Lease. : 24°5 7:0 


Expenditure from the Consolidated Fund, after providing for transfers to the 
War Expenses Account and the Social Security Fund, totalled £3 5,000,000 
compared with £33,000,000 in the previous year, the increase being due 
chiefly to larger expenditure for interest and pensions. Payments from the 
Social Security Fund totalling £17,600,000 were £1,700,000 greater because 
of the higher expenditure on medical and hospital benefits. Thus the 
aggregate expenditure on the War Expenses Account, the Consolidated Fund 
and the Social Security Account were {205,000,000 against £193,000,000. 
Taxation revenue provided £105,000,000, Lend-Lease receipts from the 
United States £32,500,000, War Loans net £62,500,000 and other receipts 
£7,000,000. Loans totalling {4,000,000 were raised from departmental 
sources for unavoidable capital expenditure on housing and hydro-electric 
works, the Government’s war-time programme for public works being 
restricted to bare essentials. After allowing for debt repayment, but ignoring 
lend-lease transactions, the net addition to the National Debt was £63 ,000,000, 
almost wholly borrowed within New Zealand. For several years it has been 
our policy to avoid increasing the National Debt domiciled overseas. Be- 
tween 1935 and 1939 this portion of the debt was reduced from £203,000,000 
to £109,000,000. During the war obligations to the United Kingdom under 
the Memorandum of Security Agreement for the equipment and maintenance 
of New Zealand forces serving overseas have totalled £48,800,000. Of this 
debt £32,100,000 has been paid, leaving £16,700,000 still due at March 31. 
Offsetting this increase in the overseas war debt, there have been repayments 
of the pre-war debt, the net effect being that the National Debt domiciled 
abroad has increased since March 1939 by only £3,000,000, the addition during 
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1943-44 being £1,000,000. It is interesting to note that, during the last five 
years, the aggregate overseas debt of New Zealand local bodies has also 
decreased. The estimates of expenditure for the current year provide for 
increases totalling {5,700,000 in the debt services, health, education, pensions, 
social security and sundry other accounts, and an increase of £4,500,000 in 
essential capital expenditure principally housing and hydro-electric develop- 
ment. War expenditure is estimated at £133,000,000 including £24,000,000 
for reverse lend-lease and £2,000,000 for rehabilitation of returned service- 
men. After allowing for taxation revenue at the existing rates, an expected 
fall of £7,500,000 in lend-lease receipts from the United States and an increase 
in the amounts coming to charge under the Memorandum of Security Agree- 
ment, a gap of £47,000,000 remains to be filled by loans, of which £7,000,000 
will be available from departmental sources. Consequently a Victory Loan 
for £40,000,000 was issued in September and oversubscribed by £672,000. 
It is noteworthy that both this loan and the Third Liberty Loan issued last 
year for £35,000,000, which was oversubscribed by £5,000,000, were raised 
without recourse to expansion of bank credit. This was in accordance with 
the Government’s policy of financing its expenditure by non-inflationary 
methods of taxation and loans from genuine savings of the people. All the 
political parties co-operated in the loan campaign, and strong support was 
received from trade unions, employers and small investors. 


REviEW OF Past Five YEARS 
A rEviEw of New Zealand’s public finance during the past five years may be 


useful at this stage. From March 1939 to March 1944 taxation totalled 
£363,000,000, allocations being, Consolidated Fund £145,000,000, Social 
Security £73,000,000 and the war £145,000,000. Net borrowing totalled 
£223,000,000, of which {182,000,000 was for the war and £41,000,000 for 
other purposes. These amounts cover all kinds of loans, including Treasury 
Bills. Inaddition to receipts from taxation and loans, the War Expenses Account 
received {59,000,000 from lend-lease and £6,000,000 from other sources, 
thus providing a total revenue of £392,000,000 for war purposes. Warexpendi- 
ture aggregated £383,000,000. The amount lent to the Government by the 
Reserve Bank in advances and investments during this period was £27,000,000. 
Investments by the six trading banks in all types of government securities 
increased in the aggregate by £26,000,000, all taken up prior to 1943; but it 
is probable that a portion of this increase is due to market purchases of stock 
to offset the decline of £9,000,000 in their advances to clients other than the 
Government. The trading banks, notwithstanding their increased operating 
costs, the decline in their advances and the considerable rise in their non- 
interest earning deposits at the Reserve Bank, have loyally co-operated in 
measures of economic stabilization by discouraging monetary inflation and 
restricting new advances to purposes essential to the war effort. It was 
probably recognition of this that prompted the Minister of Finance recently 
in addressing a branch of the Labour party to say: “The trading banks have 
co-operated in every possible way to assist the Government along the road 
the Government wants to take.” 
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MONEY AND PRICES 


SincE the outbreak of war the total amount immediately available in spending 
power held by the general public and the Government Departments in the 
shape of demand deposits withdrawable by cheque, and coin and notes in 
active circulation, has increased from £54,000,000 in September 1939 to 
£137,000,000 in March 1944. Coincident with this increase of £83,000,000 
there has been an inevitable reduction in the quantities of goods available for 
civilian consumption, because of the diversion of economic resources to the 
war effort. The fact that many classes of imports are not available has 
resulted in the enforced accumulation of £40,000,000 of overseas funds 
representing the unspent part of the proceeds of sales of exports. The utiliza- 
tion of surplus overseas funds for payment of imports when again available 
will simultaneously reduce the amount of money in circulation in New 
Zealand, and increase the supply of goods for sale. The change-over from 
war production to peace-time activities will also increase the quantities of 
goods available for civilian consumption. Assuming that there is no great 
expansion in bank credit, it is probable that, with wise direction of productive 
resources, the present excessive amount of spending power will be balanced 
by the goods available, and the upward pressure on prices will be relieved. 
In the meantime various measures of credit control, price control, rationing 
and subsidies are operating to avoid as far as possible the social and economic 
disruption that would result from uncontrolled price movements, and 
economic stabilization is for the time being a major national policy. To the 
extent to which the price index numbers are a satisfactory evidence of actual 
conditions, the success of that policy is shown by at least two index numbers, 
namely, the war-time prices index number and the index number of wholesale 
prices. The former which covers 110 items of food, clothing, fuel, light, 
rent and other commodities important in the cost of living has shown little 
variation, the index for June 1944 being 1,001 as compared with the base of 
1,000 for December 1942. In wholesale prices the index number of the group 
consisting of imported goods (over whose prices the New Zealand Govern- 
ment has obviously no control) increased by 65 per cent between August 
1939 and May 1944, while the rise in prices of locally produced items was 
only 15 per cent. Incidentally these price disparities are important in the 
discussion of the monetary valuation of lend-lease and reverse lend-lease 
transactions, and in questions involving the relation between our export 
proceeds and the cost of imports. Goods and services supplied by New 
Zealand under reverse lend-lease are valued at prices that have risen very 
little in comparison with the increases in the prices of goods received under 
lend-lease. This will doubtless be taken into account in any post-war settle- 
ment of lend-lease. 


THE TERMS OF THE TRADE AGREEMENT 
WHEN on the outbreak of war the British Government contracted for the 
purchase of New Zealand primary products, it was agreed that prices should 
be reviewed if the index of prices of exports from the United Kingdom rose 
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by 10 per cent or more. The occasion for a review occurred about the time 
of the Dunkirk evacuation. Under the circumstances the New Zealand 
Government did not raise the matter for discussion and action was postponed 
until the recent visit of the Prime Minister to London. The result of negotia- 
tions has been a substantial monetary contribution to New Zealand by the 
United Kingdom Government,’ and an increase in the prices for New 
Zealand’s exports. In the terms of the new agreement the United Kingdom 
will pay the New Zealand Government lump sums of £4,000,000 sterling 
annually for the next four years to cover price disparities, and payments under 
the Memorandum of Security Agreement up to £18,000,000 sterling are 
suspended until after the war when the question is to be reconsidered. In 
addition the United Kingdom will make retrospective increases of 265. 2d. 
per cwt. for butter and 125. 34. per cwt. for cheese in the sterling prices for 
butter and cheese bought from New Zealand during the period from April 1, 
1943, to July 31, 1944, so as to raise the sterling price paid for butter to 
1435. 2d. per cwt. and for cheese to 855. 3d. ‘These increases are calculated to 
bring in an additional £4,500,000 sterling. Furthermore, the United Kingdom 
has entered into new four-year contracts for the purchase in bulk of New 
Zealand butter and cheese at sterling prices for the first two years of 1505. 6d. 
per cwt. for butter and 895. for cheese. The third and fourth years’ prices 
are to be reviewed in the light of the factors then existing. Negotiations have 
also taken place respecting meat contracts, but the details have not yet been 
published. Taking all the circumstances into account, the British Govern- 
ment has been generous in the terms of its agreement and has made a notable 


contribution to New Zealand’s present and prospective economic stability. 


THE GOVERNMENT AND THE FARMERS 


In announcing the terms of the agreement, the Prime Minister, Mr. Fraser, 
has made it clear that the lump sum payments are to be regarded as compen- 
sation to the people of New Zealand as a whole to meet the abnormal rise in 
import prices, and not primarily as additions to export prices. They are to be 
considered in relation to New Zealand’s stabilization policy, under which the 
Government has expended over £25,000,000 in subsidies, the greater part of 
which, he states, has been used to keep down the costs of farming. Mr. 
Fraser contends that the British Government agreed to compensate New 
Zealand for the costs arising from the higher import prices, whether the costs 
were borne by the farmer, or by the State through subsidies and cost allow- 
ances, or by the whole community through the higher prices paid for articles 
outside the range of the stabilization scheme, or whether these costs are 
deferred and will still have to be met. The farmers, on the other hand, claim 
that the payments should be regarded as additions to the prices of exports and 
should be paid to the primary producers. Apart from these lump sum 
payments, it is clear that the retrospective increases in export prices and the 
full proceeds under the new four-year contracts are payable to the farmers. 
Here the difficult question arises how the prices paid to the farmers for their 
exportable produce can be increased without endangering the whole 
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stabilization structure. The dairy farmers have, since 1936, sold butter and 
cheese to the Government at guaranteed prices, in the fixing of which account 
is taken not only of the prices actually received from overseas buyers, but 
also of the necessity in the public interest of maintaining the stability and 
efficiency of the dairy industry, the costs involved in the efficient production 
of the dairy industry, the general standard of living of persons engaged in 
the industry compared with the general standard of living in New Zealand, 
and the costs of administration and marketing. At the outbreak of war the 
basic guaranteed prices were 14:89d. per lb. for the finest grade butter and 
8-42d. per lb. for first-grade cheese. These were raised to 15-39d. and 8-734. 
in August 1942. In representations to the Government regarding prices for 
the 1943-44 season the Dominion Dairy Conference supported the plan of 
holding wages costs and prices as a practical contribution towards arresting 
inflation and ensuring that any sacrifices involved would be spread evenly 
over the community as a whole, but it also pointed out that the position of 
the dairy farmers was relatively worse than when guaranteed prices were first 
fixed in August 1938, and that readjustments should be made in the new 
season’s prices to remove the anomaly. Subsequent investigations of dairy 
production costs resulted in an arrangement by which special allowances 
per lb. of butterfat supplied were paid to the dairy farmers to cover their 
higher costs of production. In June 1943 an agreement was made between 
the Government and the representatives of the Farmers’ Federation which 
provided that a stabilization account would be kept respecting each class of 
exportable produce; that any increase in the price received from overseas sale 
would be paid into the appropriate account; that subsidies to keep down the 
costs of production would be chargeable to these accounts and that any credit 
balance at the time of closing the accounts would be used for the benefit of 
the appropriate industry after consultation with representatives of that 
industry. It was also agreed that, while the stabilization policy continues, 
prices for farm products will not be allowed to fall below the level of prices 
ruling at December 15, 1942, irrespective of the effect on internal or external 
markets. Another clause provides that, if any increase from overseas on any 
product is paid for any general national purpose such as maintaining the 
sterling balances, offsetting general import price increases, or government 
expenditure in holding costs, that increase, after recouping the subsidies, 
will be used as the Government determines. In accordance with this agree- 
ment the total amount of increases in the prices of butter and cheese paid by 
the British Government as from April 1943 will be paid into the dairy 
industry stabilization account. Further discussion between the Government 
and representatives of the dairy industry has resulted in an arrangement by 
which dairy farmers will receive for the 1944-45 season a cost of production 
allowance of 2-12d. per lb. of butterfat in addition to the 1943-44 guaranteed 
prices and special allowances. A portion of this additional allowance is to 
enable an increase in wages for adult dairy farm workers to £5 weekly. New 
Zealand’s economy rests basically on her farming industries which provide 
not only the means of payment for imports, but also the raw materials of 
important local manufacturing industries, and a large part of the market for 
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all other productive activities. Notwithstanding the shortage of fertilizers 
and other imported materials and equipment and of farm labour, the average 
annual production, according to the Director-General of Agriculture, has 
been for the four war seasons 183,000 tons of butterfat, 522,000 tons of meat 
and 148,000 tons of wool, compared with an annual production of 185,000 
tons of butterfat, 470,000 tons of meat and 134,000 tons of wool just prior to 
the war. In addition to animal products the average acreage of cash crops has 
increased from 349,000 for the five years preceding the war to 412,000 during 
the war. The ewe flock is higher than before and, although an unfortunate 
decline has occurred during the last two years in the number of dairy cows, 
these are now increasing. Farmers are as vitally interested as any other 
section of the community in the success of the measures of economic stabiliza- 
tion designed to avoid monetary inflation, overspeculation, waste of resources 
and a rise in the unit costs of production. Hence the co-operative spirit 
shown by the representatives of the Farmers’ Federation in the negotiations 
with the Government for stabilization. At the same time it is important that 
farmers shall have security of tenure and confidence that they will receive a 
fair return for their productive efforts, and that the stabilization measures 
will not be used against them, but will be equitably applied to all sections of 
the community. 


Post-War PROBLEMS 


THE new contracts with the United Kingdom give the dairy farmers for the 
next four years an assured market at payable prices, thus enabling them to 
plan ahead with greater confidence, subject always to the condition that their 
costs of production do not rise unduly; but they also emphasize the vulner- 
ability of New Zealand’s economy to overseas fluctuations in prices of the 
narrow range of exportable products which past experience has shown as 
highly susceptible to price variations. New Zealand’s prosperity is firmly 
linked to that of the United Kingdom, for it is on the extent and reliability 
of that market that the expansion of her important farming industries has 
been based. Full employment and a high standard of living in the United 
Kingdom are factors essential to the maintenance of full employment and a 
high standard of living in New Zealand. Whatever the outcome of the various 
attempts to remove the impediments to world trade and to produce anew world 
order based on international co-operation, there is no doubt that New 
Zealand’s welfare will be closely associated with that of the United Kingdom. 
Reciprocal trade is an essential element of that association. This suggests 
two important considerations affecting our programme of post-war recon- 
struction and rehabilitation of returned servicemen. One is the priority 
called for respecting the maintenance and further development of efficient 
production of exportable farm produce, the other is the problem of deciding 
what kinds of local industries can be economically operated without raising 
the costs of farming and without requiring artificial protection against 
cheaper and better imports from the United Kingdom. 
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REORGANIZATION OF THE ARMED FORCES 


THE improved war situation has made possible considerable changes in the 
numbers and disposition of New Zealand’s urmed forces. After consultation 
with Allied Staffs and Governments overseas, the Government decided that 
it was unnecessary to send any more New Zealand airmen to Canada for air 
training. This has led to a considerable reduction in the enlistment of air 
crews in New Zealand and the release of a large part of the personnel of 
the home establishment. R.N.Z.A.F. squadrons are to assume important 
protective responsibilities respecting bases and supply lines in the South 
Pacific area. Bomber and fighter units with appropriate ground services will 
participate in forward operational activities against the Japanese. Other 
units will be employed in the protection of bases and shipping supply routes 
across the Pacific, and two transport squadrons will provide essential supply 
and air transport services. Training to full operational standard will be 
provided in New Zealand, and those released from the Air Force will be 
available for farming and other industries or, if suitable, for transfer to the 
Second Division of the N.Z.E.F. for service overseas. In the announcement 
regarding the disposition of the N.Z.E.F. the Prime Minister stated that he 
had discussed this question with both the British and American Chiefs of 
Staff and also with Mr. Churchill. It had been agreed that New Zealand 
could not maintain two divisions overseas, a large air force and a naval 
contribution and simultaneously increase the production of foodstuffs and 
raw materials so urgently needed for the United Kingdom and the Allied 
forces in the Pacific. The decision arrived at was that the best present use 
for New Zealand’s land forces could be made in Italy and that the Second 
Division should remain overseas until the conclusion of the Italian campaign, 
after which its future réle will again be examined. Men with three or more 
years’ service with the Second Division will be progressively repatriated and 
directed into essential industries, except those discharged as medically 
unfit. Replacements for the Second Division will be provided from the Third 
Division now no longer required in the Pacific, from transfers from the Air 
Force and from fit men eligible for overseas service but at present held in 
essential occupations. 


New Zealand, 
October 1944. 





SAVINGS 
BONDS... 


Over £1,000,000,000 were invested in the previous issue. Here 
are some of the points which make Savings Bonds such an 
attractive investment. 


Post Office & Trustee Savings Banks Issues. Purchasable 
in multiples of £5, with minimum first subscription of £10. 
Maximum subscription £1,000. Interest paid half-yearly. Although 
subject to Income Tax the interest is paid in full, which means 
you will not need to make any rebate claims. Can be sold at any 
time through your Savings Bank. 


Bank of England Issue. No limit to holdings. Purchasable in 
any odd amount, inclusive of shillings and pence, provided it is not 
less than £50. Income Tax is deducted at source where interest 
payments are over £5 per annum. 


Ask for Prospectus and Application Form — from any Post Office, Bank or Stockbroker 
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